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| Editor's Letter - 
The Nuclear 


P33022 


TRUTH IS NOT JUST THE 
first casualty of war 
but also of politics. Of 
course, the two are 
intertwined.  Busi- 
ness pursued aggres- 
sively is politics, and 
politics pursued ag- 
gressively is war. We 
see this in Iraq, and 
another point where 
all three issues con- 
verge is the India-US 
nuclear deal. 

Business — the nuclear equip- 
ment and fuel supply business — is 
pushing for the deal to give itself a 
new lease of life. Globally, only a 
handful of nuclear plants have 
come up in the past decade because 
of public distrust of the technology, 
the high cost of power and the risks 
of managing radioactive waste. In- 
dia's belief that it can overcome 
these problems and spend about 
$100 billion building nuclear 
plants to generate 20,000 MW of 
power by 2020 will be a windfall 
for nuclear suppliers. They and 
their supporters are saying nuclear 
power is suited to India as it has no 
oil, and its coal is too polluting. But 
nuclear plants too are dependent 
on imported fuel (uranium), pro- 
duce very expensive power and 
cause substantial pollution. 

But politically these arguments 
are being overlooked because New 
Delhi is eager to build closer ties 
with the US, which in turn wants to 
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use India to counter 
China. But it is un- 
clear if cozying up to 
Washington is worth 
Indias neutral for- 
eign policy and ties 
with Iran and China. 
These countries, 
Russia and India 
share an interest in 
reordering the global 
system to accom- 
modate their rise. 
Washington is also a 
capricious ally; just before it be- 
came obsessed with containing 
Beijing, it was using China to con- 
tain the USSR! 

Geo-political equations, particu- 
larly the balance of power in Ásia, 
and the possibility of wars over di- 
minishing water and mineral re- 
sources is leading existing nuclear 
powers to try and contain the nu- 
clear arsenals of countries such as 
India. The 1-2-3 Agreement, in 
conjunction with the Hyde Act, 
does place hurdles in the way of In- 
dia modernising and expanding its 
nuclear weapons. But many — not 
all — defence experts say these can 
be sidestepped and India can rest 
assured of its nuclear deterrent. 

Only time will tell which of these 
arguments is true. In the mean- 
time, the die has been cast for In- 
dia's expanded nuclear power gen- 
eration. But something tells me 
this government will not be the last 


- to fall over nuclear issues. 


L 


jehangir s. pocha, editor 
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Countering Inflation 


Ashok Desai may be right when he says that the 
finance minister is clueless about inflation (‘In 
Command of Inflation’, BW, 16 June 2008). I 
understand that Dr Desai was chief economic 
consultant to the government of India between 
December 1991 and September 1993. I was 


curious to know what the rate of inflation was 
during that period. According to the published 


WRITE IN AT 
bweditor@abp.in 

or post us on 
www.businessworld.in 





Rich Ambitions 
At a time when the world is losing faith in the 
US dollar, and investors in that country are 
having to bear their share of the losses that the 
‘near-recession’ have caused, your cover story 
was quite a surprise (Investors, Go Global’, 
BW, 4 August). It revealed how the Indian 
investors can explore the ‘flat’ world in search 
of both steady and adventurous returns. 
However, the $200,000 that Indians are 
allowed to offshore is an attractive proposition 
only for those whose portfolio of savings (per 
year) is at least double that, that is Rs 1.7 crore. 
That entails an annual income of at least Rs 6 
crore. Quite a small sub-set of Indians would 
qualify. Maybe the billionaires you mentioned 
in your special issue and, of course the luxury 
buyers of the previous issue. 

Sunidhi Sharma, on email 


ZA hE your comments 


data, the WPI inflation during that period was 
14.4 per cent in December 1991 and 8.5 per ce! 
in September 1993. During the 95-week perio« 
there was double-digit inflation in 41 weeks. 
The lowest rate during this period was 6.69 per 
cent. Do we conclude that Dr Desai was also 
clueless about inflation when he was chief 
economic consultant? i 


f 


a 


P. Chidambaram, finance minister of India 
Dr Ashok Desai replies: Touché 


Political Logjam 
You have made some significant suggestions i 
your article on India's multi-party system 
(‘One Party, Too Many, BW, 4 August). The U 
is trying to restructure the international 
nuclear power balance by incorporating Indi: 
The nuclear treaty will help India join an elit: 
international community. 

Deepak Dave, on em 


Former Lok Sabha Speaker P.A. Sangma hac 
once said that if the BJP and the Congress c: 
come together, nothing can stop India from 
becoming a global super power. If we can ha 
a two-party system as in the US, it will help 
resolve many problems. If India has to grow 
a sustainable pace, roadblocks created by 
smaller parties will have to be removed. 

Bal Govind, on er 


Agent Of Business 
I enjoyed reading your story on the boutiqu 
advisory firm, which brokered the Daiichi 
Sankyo-Ranbaxy deal (“Master Dealmaker’, 
BW, 7 July). It offers good insights into the 
rationale for the acquisition and portrays i 
glowing terms the role played by Mehta 
Partners, led by the visionary Viren Mehta 
Prasanna Chandra, director, Cent 
Financial Management, Ban 


Inside Information 
Going by the track record of the current 
dispensation, it is most likely to choose ar 
insider to succeed RBI Governor Y.V. Rec 
(‘Insider Or Outsider?, BW, 4 August). T 
now this government has preferred the pe 
least resistance, and minimal initiative. 
Unless, of course, the new insider, Amar 
Singh, has somebody in mind. 

Feroz Mashruwala, ow 





Letters may have been edited for brevity. 
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Be it an exchange with the latest model of TV, an upgrade to a car 
= or a much longed-for washing machine, Keralites look forward 

to Onam to fulfil their wishes. For Onam is when Keralites - wallets 

laden with annual bonus - merrily indulge their passion for shopping. 


This year, Onam falls on 12 September. And the shopping Malayala = Manorama 


spree starts by the first week of August. Nobody delivers Kerala better 
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Once the US-India nuclear 
deal is approved by the NSG 
and the US Congress, it could 
hold the key to the future of 
our energy security. 

44 Column: Maneka Gandhi 


Nuclear plants emit more carbon dioxide. 
ON POINT | 
IZ Trade Status Quo 


The breakdown of Geneva talks puts the 
Doha round in jeopardy. 


"ap 
14 Growth Track 

Unilevers fortunes look up with the sale of 
its US laundry business. 


lO The War Continues 
Contrary to expectations, the cable TV dis- 
tribution is seeing growing competition. 


Can the government make up for its dull 
performance through last-minute reforms: 


BLOOMBERG 
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Weekly strategic corporate moves. 
IN THE NEWS 


20 Feeling The Squeeze 
RBI takes harsh steps to curb 
inflation, but it’s not all bad news. 


OO Serious Aftermath 
The recent blasts may tarnish the image of 
India as a global investment hub. 
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32 Changing Gears 
Mahindra & Mahindra rides into the 
wo-wheeler space with Kinetic deal. 


34 Reality Check 


Negative returns cause PE firms to think 
-wice about India. 


SPEGIAL REPORT 
54 Airline Woes 


Airlines’ bad strategy and rising fuel prices 
puncture India's low-fare flying dreams. 


60 Smart Player 


Paramount's contrarian strategies help it 
zeat the industry downslide. 


[IN DEPTH 
62 More Outsourcing 


-ustodians capture non-core mutual fund 
ind FII processing functions. 


)6 Visual Appetite 
“isco taps into communications’ next big 
hing: telepresence. 


TECH TALK 
7O Powering Net 


An experiment in providing internet over 
owerlines in a village in Amethi. 


[4 Discovering Controversy 
tusi Taleyarkhans table top fusion is 
eing questioned. 


N VOGUE 


)2 Advanced Cure 
[ew health gadgets offer user-friendly 
ccuracy from the comforts of home. 


)4. Nice Time 


ixploring Nice, undoubtedly one of the 
rrettiest cities in the world. 


)5 Aroma Therapy 
xive your feet a makeover at the first 
\roma Thai foot spa. 


)6 Bookmark 


racking prostitution in India; the pre- 
ictable disasters, and complex relations. 








COLUMNS 


24 Ashok V. Desai 


Growing criminalisation hints at 
Brazilification of India. 


36 Nayan Chanda 
The Fannie Mae and Freddie Mac episode 


shows that state bail-outs are necessary. 


50 Paul Sameulson 
Rescuing financial institutions from the 
subprime mess won't bankrupt the US. 


BW & YOU 
O8 FEEDBACK 
100 BW OPINION 





Cover Design by Jyoti Thapa Mani 
Photograph by Reuters & IAEA ` 


BWonline 


businessworld.in 


Prosenjit Datta on why Cuil will never be a 
Google killer... 


Tushar Kanwar explores whether LG's 


Scarlet actually makes a difference. p 
Total No. of pages 


including cover: 102 
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WTO 


Farming Failure 


India fails to 
convince the 
developed 
world about 
protecting 
farmers 


EMPTY HANDED: 
Commerce Minister 
Kamal Nath after the 
WTO ministerial 
meeting in Geneva 





THE BREAKDOWN OF 
the World Trade 
Organization (WTO) 
ministerial talks in 
Geneva on 30 July 
has endangered the 
Doha round. 
Moreover, India’s 
inability to get the 
developed world to 
agree with its pro- 
farmer stand has rob- 
bed the UPA of an 
aam admi issue for 


its election campaign. 


The talks broke 
down largely on the 
issues of Special Pro- 
ducts (SP) and Spe- 
cial Safeguard Mech- 
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anism (SSM) — the 
instruments the 
Doha framework pro- 
vided for insulating 
developing countries’ 
poor farmers against 
large tariff cuts. SPs 
let developing coun- 
tries take milder cuts. 
The SSM protects 
farmers from sudden 


surges in imports and . 


dips in prices through 
additional duties. 
While India wants 
to slap protectionist 
duties (25 per cent) 
on a 10 per cent surge 
on imports, the deve- 
loped countries want 


the trigger pegged at 
40 per cent. Develo- 
ped countries already 
enjoy powers to hike 
protectionist duties 
as soon as Imports 
rise by 5 per cent — 
on the grounds of 
insulating commer- 
cial interests. 

“India is willing to 
negotiate on comme- 
rce but not the liveli- 
hoods of poor farm- 
ers, says Commerce 
Minister Kamal Nath, 
who tried in vain to 
make headway with 
the G-7 on behalf of 


100 countries. 
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WTO Director Ge- 


neral Pascal Lamy 
has said he will talk 
to all countries befor 
deciding on the next 
step as the developi- 
ng countries have re: 
fused to budge from 
their stand. 

The developed 
world has cited res- 
trictive market acces 
as the ground for pu: 
shing its demands. 
India’s rebuttal — 74 
per cent growth in it 
imports from the US 
in 2007-08 over last 
year — didn’t work. 

Puja Mehr 


trillion. The number of web pages being tracked by Google, up from one billion pages in 2000. 


"I have been called a maverick, 


someone who marches to the beat of his own drum." 





RETAIL 


Life Blood 


Unilever’s 
sale of its 
US laundry 
business 
will fuel 
its growth 


HIGH VISIBILITY: 
The deal will have 
no bearing on 
Unilever’s Indian 
laundry business 





AFTER YEARS OF UN- 
certainty, Anglo- 
Dutch FMCG giant 
Unilever seems to 
have hit the growth 
track. A better than 
expected second qua- 
rter, sale of the ‘drag’ 
North American 
laundry business and, 
an 11 per cent cut in 
workforce, mostly in 
Europe, are likely to 
propel the ambitious 
and long-term goal to 
better its bigger rival 
in the US, Procter & 
Gamble, and to dis- 
pose of over 1,200 
non-strategic brands 
and assets worth over 
$9.7 billion. 

Last week, Unile- 
ver sold its $1-billion 
laundry detergent 
business to New 


LOS 


Ñ E 





Bloomberg 


BLOOMBERG 


York-based private 
equity firm Vestar 
Capital Partners. 
Vestar will merge it 
with its group comp- 
any Huish Detergents 
to form a new com- 
pany, which will be 
called The Sun 
Products Corp. 

The total conside- 
ration of $1.45 billion 
is for major brands 
such as All, Snuggle, 
Wisk, Surf and Sun- 
light fabric cleaning 
and fabric conditio- 
ning brands in the 
US, Canada and 


STOCKMARKETS 





Puerto Rico, as well 
as Unilever's manu- 
facturing facility in 
Baltimore. 

Laundry is ‘the life- 
blood’ of Unilever 
outside North Ame- 
rica with over $7.8 
billion in sales, and 
resources from the 
‘drag’ North Ameri- 
can business are ex- 
pected to boost other 
businesses, outside 
the region. The deal 
will have no bearing 
on the Indian laun- 
dry business, though. 

Sreevalsan Menon 





For the first time, 
visitors to Britain’s 
Buckingham 
Palace will be able 
to see how guests 
are treated at the 
state banquet, 
whose form re- 
mains unchanged 
since the reign of 
Queen Victoria — 
at 8.30 p.m. the 
guests are seated, 
and by 9.45 p.m. 
it’s all over when a 
troop of 12 pipers 
march in, playing 
at full blast, to 
signal the move to 
the drawing room 
for coffee. 


CONFLICTS OF INTEREST 


SUBTLE TUGS ARE BEING APPLIED BY 
the government as well as private 
sources to dilute the Securities 
and Exchange Board of India’s 
(Sebi) powers to reach out to the 
identities of the end investors 
behind any foreign institutional 
investor (Fil). 

The conflict is in whether 
there should be dilution of exis- 
ting Regulation 20 and Regula- 
tion 20A of FII regulations, 
which empowers Sebi to demand 
any information from an Fil. 

Liberal-leaning advocates in 
the finance ministry would prefer 
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to have the Regulation 20/20A 
sword taken off from over the 
heads of Fils. Their argument is 
that a foreign investor is already 
covered by his country’s regulator 
of funds. 

A Sebi official concedes that 
the regulator is not keen to dilute 
the existing norms on this front. 
But it is not uptight about the 
ban on the issuance of P-notes 
where the underlying is derivati- 
ves. Ironically, nobody protests 
this ban. Such are the vagaries of 
securities market regulation. 

Rajesh Gajra 


TRIBHUWAN SHARMA 


THE LAST 
CHANCE 


A Chinese 


woman argues 
with a police 
officer as a crowd 
waits to buy 


tickets to 

next month’s 
Olympic Games, 
outside a ticket 
office in Beijing. 
Thousands waited 
overnight for 

a chance to 

buy tickets from 
the last 

batch, which went 
on sale on 

Friday 25 July. 


ENTERTAINMENT 


S aeinn Kajan 


Cable Wars 


GROUND REALITIES: 
Cable operators are 
unlikely to see a 
consolidation 


THE CABLE WARS THAT 
erupted a decade ago 
continue unabated. 
Zee Turner, which 
distributes a bouquet 
of over a dozen chan- 
nels, has pulled the 
plug on the Hinduja 
cable network, Indu- 
sind Media & Com- 
munications (IMCL), 
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in the Mumbai region 
since 18 July, saying 
IMCL has not paid 
dues of Rs 11 crore. 
Recent media repo- 
rts say a nephew of 
underworld don Da- 
wood Ibrahim is tar- 
geting cable operators 
for ‘protection’ mo- 
ney. The D-Man him- 
self owns a cable co- 
mpany called ‘Nawaz 
Cable & Internet’ 
Management con- 
sultants such as Pri- 
cewaterhouseCoopers 
and KPMG have been 
predicting that cable 
operators are likely to 
see a consolidation. 
But according to 
some observers, the 
number of cable ope- 
rators have actually 
gone up from 30,000 
five years ago to 
around 50,000 now. 
Gurbir Singh 








Staff strength 


DEVELOPING THE SKILLS OF THE WORKFORCE 
is the best way to reduce an organisation's 
exposure to the risk of recession, says 
business performance consultancy 
McKinney Rogers’ latest survey ‘Econo- 
mic Recession: Perceived Risks and 
Rewards. As many as 78 per cent of 
respondents cited the development of 
their workforce as the key tool for this. 


China has surpassed the US in internet users. According to China Internet Network Information 
Center, China has about 253 million people online as against 190 million in the US. 


A 


^ 
I ii 
11 AUGUST 2008 "T BUSINESSWORLD 


ing 


fT lis cona 


IDON 


II 


U 
lees 


tp 


le 
So 
Diy 
ga 
<= 
D 
E 


isn 


12598. 


) k )! 


e 
A 


t 


les 


uly mov 


wet 


FOR A SELECT MANY 





GLOBAL ACQUISITIONS 


THE BIG PIC 


IN A DEVELOPMENT 
that shows how sm- 


aller fashion houses 


worldwide are being 
gobbled up by their 
bigger counterparts, 
Diesel, the hip and 


flashy Italian denim 


brand, has just acq- 
uired a rather quiet, 
subdued and imme- 
nsely talented cou- 
sin. Renzo Rosso, 
the man behind 
Only the Brave — 
the parent company 
of Diesel — has 
bought a majority 
stake (for an undis- 
closed sum) in Vik- 
tor & Rolf, the label 
of the Dutch duo of 


The Anil 
Ambani- 
Bachchan 
family link 
surfaces in 
IPO allotment 





BLOOMBERG . 








. Viktor Horsting and 
Rolf Snoeren. 
tion, Rosso — who 
also controls the Be- 
Martin Margiela — 
hopes to gain a 


A RECENT LEAK FROM 
the Income Tax depa- 
rtment has brought 
out the link between 
the Bachchan family 
and Anil Ambani's 
ADAG group. 
Abhishek Bachchan 


certain gravitas that 
has eluded his core 
business. 

However, Viktor 
and Rolf, both 39 
and acknowledged 
as todays leading 
conceptual design- 
ers, have opened 
only one outlet till 
date, which is loca- 
ted in Milans Via 
Sant'Andrea. Rosso 
plans to change all 
this by expanding 
the duos ready-to- 
wear lines, adding 
licensed products 
such as eyewear and 
jewellery, and open- 
ing new boutiques. 

Sumati Nagrath 


STOCKMARKETS 


MOST EXPENSIVE CITIES TO LIVE 


Tokyo 


Oslo 


Seoul 


WON OQA UI 4 Uu N) = 


Zurich 


10 Milan 


Due Diligence 


was among several 
investors in Reliance 
Powers Rs 11,700- 


OTHER POTENTIALS? 





Allottee 


Avinash N. Bhosale (Pune-based) 
Amit A. Bhosale (Pune-based) — 
Nirmal N. Kotecha (Mumbai-based) — 
Adarshila Venture Capital Fund (Kolkata-based) 


MTOM Traders (Ahmedabad-based) 






(lakh) 


2.38 
2.33 


Source: Reliance Power’s March 2008 filings with RoC of the list 


of top 100 allottees 





| Shares allotted 


245 


crore IPO in January 
this year. He reporte- 
dly applied for about 
21 million shares in 
the non-institutional, 
non-retail (NI-NR) 
category. 

The IT department 
has been looking for 
tax evasion cases in 
large IPOs. In the 
Reliance Power IPO, 
there were nine 
applicants in the 
NI-NR category 
with application size 
of over 15 million 
shares each. 

Bachchan would 
have been among 
them and would have 
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Moscow 


London 


Geneva 


Hong Kong 
Copenhagen 


Source: Cost of Living Survey 2008, Mercer 


been allotted about 
110,00 shares only. 

BW learns from 
Reliance Power's 
filings with the 
Registrar of Compan- 
ies in March contai- 
ning a list of top 100 
allottees in the IPO 
that Bachchan’s name 
does not figure in it. 

The top allottees 
were mostly institu- 
tional investors ex- 
cept for five (see table 
‘Other Potentials?’) 
who would be in the 
NI-NR category like 
Bachchan. 

The IT department 
is also reviewing 
other cases to ascer- 
tain whether they 
involve politically- 
connected celebrities. 

Rajesh Gajra 


The percentage by which Japan’s trade surplus fell in June, the fourth straight month of decline. 


A televison 
network 

that created 
NISIOTY S ting 


an interesi in tne tuture 








INSURANCE 


In Public 
Interest 


Irda wants 
Ulips to 
be treated 
as life 
insurance 
policies 


ACTING TOUGH: 

Irda is acting upon 
complaints that 
distributors have been 
misselling Ulips 


THE INSURANCE REGU- 
latory and Developm- 
ent Authority (Irda) 
wants insurance com- 
panies to go slow on 
the sale of unit-linked 
insurance products 
(Ulips), especially in 
semi-urban and rural 
areas. It has set up a 
committee of appoin- 
ted actuaries from the 
industry to suggest 
steps to "encourage 
life insurers to sell 
more traditional pro- 
ducts", since ULIPs 
account for over 80 
per cent of the total 
premium collected by 


SANJIT KUNDU 


insurance companies. 
The immediate trig- 
ger for Irda's action 
emanates from public 
complaints, which st- 
ated that distributors 
had been *mis-sell- 
ing” these products. 
Many unsophistica- 
ted investors were lu- 
red with offers of 30 
per cent-plus returns. 
According to San- 
ket Kawatkar, head of 
life insurance consul- 





ting practice of Wat- 
son Wyatt, Ulips are 
being excessively 
pushed since these 
are non-participating 
products, easier to 
sell, and can boost 
profitability of insur- 
ers. But now, Irda 
wants Ulips to be 
treated as life 
insurance policies 
and long-term con- 
tracts, and not as 
mutual funds. Thus, 


an option to with- 
draw after just 2-3 
years does not serve 
any purpose. 
Whether traditio- 
nal products are the 
alternative to Ulips, 
however, is a matter 
of debate. Insurance 
companies have al- 
ways shown relucta- 
nce to push traditio- 
nal products, saying 
these are not transpa- 
rent and provide for 
lower returns due to 
the set asset-allocat- 
ion patterns. Insurers 
are also required to 
earmark higher 
capital to support 
guarantees attached 
to these products. 
Nonetheless, after 
a few days in the sun, 
Ulips are now under 
clouds of uncertainty. 
Sreevalsan Menon 





The country’s 
largest 
private bank 
seems to 
have slowed 
down 


LEADER: SBI's book 
has gone up 30 per 
cent as against ICICI's 
13 per cent 





BANKING 


One-On-One 


ICICI BANK APPEARS TO 
to be realising that 
growth for growth's 
sake cannot hold 
good for ever. The 
bank seems to have 
eased off on the gas 
pedal when compared 
to the State Bank of 





India (SBI). First 
quarter numbers 
show that over the 
year, ICICI Bank's 
book went up 13 per 
cent compared to 
SBI's 30 per cent. 
On the deposits 
side, too, it was the 





BLOOMBERG 


same story. 

Its a good thing 
that India's largest 
private bank has slo- 
wed down. Over 60 
per cent of its assets 
are on the retail side; 
and with retail clients 
showing reluctance in 
whipping out their 
wallets, it is better to 
play it safe. 

In any case, in his 
just announced mon- 
etary policy review, 
Reserve Bank of India 
Governor Y.V. Reddy 
has asked banks to 
revisit their business 
strategies rather than 
go all out on credit 
growth. Perhaps, 
ICICI Bank read the 
good doctor's mind 
well in advance. 

Raghu Mohan 
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Israeli Prime 
Minister Ehud 
Olmert — who has ` 
been under press- 
ure to resign over 
corruption charges. 
— has announced 

he will step down in ` 
two months, saying. 
his family is being 
hurt by corruption — 
allegations against 
him. The allegation 
is that a US citizen, 
Morris Talansky, — 
tions to Olmert in 
2006, which may 
have subsequently - 
been used to buy - 
luxury items. pa 


illion per cent is the official inflation rate in Zimbabwe, while independent figures say it is 12.5 million. 
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FOR A SELECT MANY 








Can the government make up for its dull 
performance through last-minute reforms? 


We asked... Ishwar Jha, director & CEO, Digital Media Convergence; Pankaj Patel, vice-president, India, Logix 
Microsystems; Madhay Mohan, management mentor; Sanjay Pai, CFO, Plethico Pharmaceuticals; T. Sreedhar, managing director, 
TMI Network; Anand Halve, co-founder, Chlorophyll; Sharad Joshi, MP, Rajya Sabha; Devi Singh, director, IIM Lucknow; 
Santosh Mangal, managing director, Nexgen Edusolutions; Rahul Aggarwal, CEO, www.click2insure.in & Optima Insurance 
Brokers; Rajeev Ranjan Chaturvedy, research associate, ICRIER 


bs "M* 2 » E Ff t 
> be Watt e 
Po itd ptt E RC 


& This is their last draw to prove 
their intentions and commitment 





>° Rather than reforms, the focus 
should be on the economy retaining 


>> Tt will be right to undertake 
major economic reforms only after 


to make an impact. = + the voters’ mandate. 99 growth levels above 8 per cent. + « 
T. Sreedhar, managing director, Santosh Mangal, managing director, Rahul Aggarwal, CEO, 
TMI Network Nexgen Edusolutions Optima Insurance Brokers 
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YES BEGAUSE: If there was ever a time for large-scale economic reforms, it is now. The 
biggest perceived obstacle in the reforms process — the Left Front — is now out of the equation. 
Second, India's economy could use a positive signal from policy makers. These will give a big boost to 
our economic indicators, most of which now point south. Furthermore, big-ticket items such as the 
nuclear deal, banking, insurance and pension reforms are India's insurance policy in a world where 
financial and energy woes are heavily interlinked, and have become increasingly unstable. That said, 
only a few months remain for the Congress to play its cards. Even if it does push ahead, the road won't 
be easy. New political allies will want their share in lieu of a parliamentary majority. 


NO BEGAUSE: The last few months of any political tenure are full of lengthy promises and 
quick fixes. Bur most don't last beyond polling day. That is why there is scepticism whether such 
reforms will be substantial enough to bring the Congress back to power. The Left and the BJP will most 
likely oppose significant reforms in order to stymie face-saving measures by the Congress. They have a 
simple argument — a minority government can hardly claim a clear mandate. Finally, even if reforms 
are passed, they may be too late for voters to judge their success. Many would still be feeling the pinch 
of more than 10 per cent inflation. That is why the government may find more support (and votes) if it 
succeeds in curbing inflation, and boosting industrial and agricultural supplies. 


MAYBE BEGAUSE: Most governments show their best just before the elections. 


Politicians believe that helps their best stay fresh in the mind of the voters. The Congress, in the last 
months of its lacklustre tenure, is no exception. However, it will do well to remember that not a single 
central government has served two consecutive terms, since Manmohan Singh unshackled India's 
economy in 1991. Ironically, every government since then has attempted at least some level of reforms. 
In the present government, the Samajwadi Party will definitely extract its pound of flesh for support to 
Bills that come up for vote. However, it is equally possible that many Bills won't find a majority, given 
that most MPs will be away, campaigning in their constituencies as elections draw nearer. 
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The week's strategic moves and the movers who made the 








Indian Hotels’ 


China foray 

Indian Hotels Comp- 
any (IHCL) — the 
hotels and hospitality 
arm of Ratan Tata- 
led Tata Group — has 
signed a partnership 
with China-based Cu- 
iting Hotspring Hotel 
Management Comp- 
any for Cuiting’s two 
properties — Temple 
of Heaven Park in 
Beijing and the Hai- 
nan Hotel project. 
This marks IHCL’s 
foray into China. This 
is also the first time 












an Indian hospitality 
chain has forged a 
partnership in China. 


GSK's stem cell het 
UK-based Glaxo- 
SmithKline (GSK) 
has signed a $25- 
million agreement 
with US's Harvard 
Stem Cell Institute to 
develop new drugs. 

This is the first 
time a Big Pharma 
company has publicly 
committed to stem 
cell research, an 
area that is politically 
controversial. Both 
companies will work 
with each other to 
find cures for cancer, 
obesity, diabetes, and 
neurological, cardiac, 
and musculoskeletal 
diseases. 

As per the agree- 
ment, Harvard and 
GSK researchers will 
spend months in each 
other's laboratories. 


SANJAY SAKARIA 


Mittal's big move 
Laxmi N. Mittal- 
controlled Arcelor 
Mittal has acquired 
70 per cent in Brazi- 
lian steel processor 
Manchester Tubos 

e Perfilados for an 
undisclosed sum. 
This comes close on 
the heels of Mittal's 
acquisition of a 50 
per cent stake in 
Gonvarri Brasil. Both 
the acquisitions will 
help the worlds lar- 
gest steel company 
widen its product 
offering in the 
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distribution segment 
in Brazil. “The Group 
will now offer an 
extended range of 
flat products, profiles, 
tubes and pipes in 
Brazil; said the 
company ina 
statement. 


IBM's French call 
New York-based 
IBM has acquired 
French business 
software company 
ILOG for $340 
million. 

The acquisition is 


part of IBMS strategy 


to make bolt-on 
acquisitions of 
intellectual compa- 
nies to which it can 
give scale. 

The deal will allow 
ILOG to *dramati- 
cally extend market 
reach’, said Pierre 
Haren, chairman and 
CEO of ILOG in a 
statement. 





New innings 

M. Damodaran, for- 
mer chairman of the 
Securities and Excha- 
nge Board of India 
(Sebi) has joined 
Anand Mahindra’s 
telecommunications 
services and solutions 
company Tech Ma- 
hindra as an additio- 
nal director. 

With the induction 
of the former Sebi 
chief, the number of 
directors at the 
Mumbai-based com- 
pany stands at 12. 
“Damodaran brings a 
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deep understanding 
ofthe financial mar- 
kets, a keen economic 
perspective and a 
commitment to the 
highest standards of 
governance,’ said 
Anand Mahindra, 
chairman of Tech 
Mahindra. 


JSW goes to Orissa 
Sajjan Jindal-contro- 
lled JSW Steel plans 
to set up a Rs 2,000- 
crore deep-sea port in 
the Bhadrak district 
of Orissa. In the first 
phase, the plant 





3.39 





would have a capacity 
of 3 million tonnes a 
year, which would 
later be increased to 
10 million tonnes. 
Although initially 
the company had 
plans to develop the 
project in Digha, 
West Bengal, it 
abandoned the plans 
as the location is 
prone to cyclones. 


Vietnam calling 
Noida-based Nucleus 
Software Exports has 
signed a deal with 
UK' Prudential cons- 
umer finance busin- 
ess in Vietnam, Pru- 
dential Vietnam Fin- 
ance Company. This 
marks Nucleus’s en- 
try into Vietnam. As 
per the deal, Nucleus 
will support Pruden- 
tial's customer 
acquisition and 
consumer loans 
business in Vietnam. 
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Anil's Chinese foray 
Reliance Infrastruc- 
ture, part of the 
Anil Ambani-owned 
Reliance ADAG, has 
signed an agreement 
with Chinese engin- 
eering firm Shanghai 
Electric Corporation 
to set up a 10,000- 
MW power equip- 
ment plant in India. 
The proposed unit, 
which will come 
up by 2010, will be 
bigger than state-run 
Bharat Heavy Engin- 
eering (BHEL) in 
terms of capacity. 





HULs due diligence 
Mumbai-based Hin- 
dustan Unilever has 
appointed Justice 
M.S. Rane (Retd) as 
the ombudsman for 





consistent with GE's 
strategy to invest in 
high-technology, 
innovative businesses 
that deliver top-line 
growth, earnings 


consumer disputes expansion and expan- 
redressal. ded margins,” said 
This is the first John Dineen, pre- 
time a consumer sident and CEO of 
goods company has GE Healthcare in 


instituted an indepe- 
ndent legal procedure 
for the benefit of its 
consumers. The 
ombudsman will deal 
with complaints that 
could spill over into 
the courts, Unilever 
said in a statement. 


GE's healthy deal 
UK-based GE Heal- 
thcare, the world's 
biggest medical- 
imaging equipment 
maker, has acquired 
US medical products 
maker Vital Signs 
for $860 million. 
"This acquisition is 


Top Asian deals 


a statement. The 
transaction is subject 
to Vital Signs’ share- 
holder and regulatory 
approvals, and is 
expected to close in 
the fourth quarter 

of 2008. 
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Brazilification 
Of India 


by ashok v. desai 


BRAZIL HAS BEEN INDIA'S DOPPELGANGER IN 
WTO negotiations. The two, being large un- 
derdeveloped countries, inevitably figure in 
talks held to plan new rounds of negotia- 
tions. India plays the role of the leading 
spoiler. It would throw tantrums, and say 
that it would refuse to let a new round begin 
unless it was promised a lot for nothing. Ka- 
mal Nath is playing that role to perfection 
just now. He is telling industrial countries 
that he would not let the next round start un- 
less industrial countries promise first that 
they would cut their agricultural subsidies 
enormously. At the same time, whenever he 
is asked for a promise to reduce India's agri- 
cultural tariffs, he starts bawling on behalf of 
the absent Indian poor and says that he is not 





Members of 
Parliament 
brought out 


bug and killed its tobacco industry, Brazil ex- 
panded its tobacco production; today Brazil 
is the largest tobacco producer, only next to 
China. Apart from being more efficient, 
Brazil has much larger farms. So its agricul- 
tural population is richer than India's. 

So is its urban population. I used to visit 
Sao Paolo and Rio de Janeiro; I could not be- 
lieve that they were cities in an underdevel- 
oped country. They had broad roads, speed- 
ing traffic, and skyscrapers; there was no 
sign of poor people as we know it in India. 
The poor looked no different from the rest. 

But the rich were full of fear — fear of be- 
ing robbed and murdered. I was routinely 
warned against going out in the evenings. 
The rich lived in gated communities and 
were guarded; those in Sao Paolo lived in 
skyscrapers and travelled by helicopters to 
avoid the dangerous streets. The rich could 
do something to protect themselves; the 
poor could not. Thieves and robbers rou- 
tinely carried guns; there were gunfights in 
the slums, called favellas in Rio. I used to feel 
quite smug: these things do not happen in 
India, I would say. 

They do now. A doctor I know was recently 


going to throw them to the wolves. of jail to vote attacked by a gang on a busy bridge on the 

Just what connection there is between the were in Jumna; he is in hospital with severe injuries. 
farmers and the poor, he would never specify. Gangs on motorbikes shoot and rob people 
For our statistics show that our poorest peo- the same on the streets. Not that it is safer to stay at 
ple are not farmers but landless workers — business as home; if one makes the mistake of being at 
people who work on others' farms because home when robbers come for a visit, one is in 
they have none of their own. They would robbers on mortal danger. Every once in a while there 
benefit if imports made foodgrains cheaper. Delhi streets are reports of old people being murdered in 


They might lose some jobs if farmers faced 

import competition and stopped farming. 

But the farmers would not stop farming; 

they would replace grains with other crops, such as cotton, 
oilseeds, fruit and nuts. The demand for agricultural labour 
would change little. Agricultural wages may decline some- 
what, but so will food prices; agricultural workers will prob- 
ably be left somewhat better off. One major effect will be that 
the fall in food prices will increase the purchasing power of 
incomes; total demand will rise, and so will total employ- 
ment. This would be true even if we reduced agricultural tar- 
iffs without getting anything in return from industrial coun- 
tries. So abolishing agricultural tariffs will leave us richer. 
But if Kamal Nath admitted this point, he would have no is- 
sue to make a fuss over in the WTO negotiations. So he keeps 
up his wail. 

And usually he is supported in his wailing activities by his 
Brazilian colleague. Brazil does not have to wail. For its agri- 
culture is efficient, and it is a substantial exporter. It exports 
soyabeans to India. After the US was bitten by the Ramadoss 


their homes. So the rich are withdrawing 
into gated communities. 

The horse trade organized by the Congress 
led by Sonia Gandhi and Manmohan Singh has brought 
back into the limelight the jailbird members of Parliament. 
The remarkable thing is, these people were in exactly the 
same business as those bikers and robbers whom Delhi 
fears. So, at last, we have — at least in North India — arrived 
at Brazil's level of development. 

Have our governments finally lost the skills of policing we 
inherited from the British? Has our model of politics as the 
business of robbery finally overtaken the model of democ- 
racy we inherited from them? Is it really Pakistan that is our 
mentor in crime, and not Brazil? All this may be true. What I 
am sure of, however, is that there is no positive correlation 
between prosperity and crime. For European countries still 
provide an example of high prosperity with low crime. 


The author is Consultant Editor of Businessworld. 
ashok.desai (a) gmail.com 
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Don't wait till it's too late. 








The saying isn't 'the late bird gets the worm'. Same with tax planning. 
The earlier you begin, the easier it is on you. Which is why it pays to 
invest a small amount every month through a Systematic Investment 
Plan (SIP) in Principal Tax Savings Fund. It will take the bite out of 
tax planning and also make March 2009 seem like a pleasant month. 


PRINCIPAL 
TAX SAVINGS 
FUND 





Mutual 
Funds 








To know more about this fund visit us at www.principalindia.com or call our Toll Free No.: 1800 22 5600 


Statutory Details: Principal Mutual Fund has been constituted as a trust with Principal Financial Group (Mauritius) Limited, Punjab National Bank and Vijaya Bank as the 
co-settlors. Sponsor: Principal Financial Services Inc., USA. Trustee: Principal Trustee Company Private Limited. Investment Manager: Principal Pnb Asset Management 
Company Private Limited. Risk Factors: Mutual funds and securities investments are subject to market risks and there can be no assurance and no guarantee that the 
objectives of Principal Mutual Fund can be achieved. As with any investment in securities, the NAV of the units issued under the scheme(s) can go up or down, depending 
upon the factors and forces affecting the capital markets. Past performance of the Sponsor/ AMC/ Principal Mutual Fund/ Punjab National Bank/ Vijaya Bank does not 
indicate or guarantee the future performance of the Schemes of Principal Mutual Fund. Investment Objective: Principal Tax Savings Fund (An open-ended Equity Linked 
Savings Scheme) To build a high quality growth-oriented portfolio to provide long-term capital gains to the investors. The scheme aims at providing returns through capital 
appreciation. General Services: NAV will be declared on all business days and published in at least 2 newspapers. Investment in this scheme is subject to a lock in period of 
3 years from the date of allotment. Load Structure: Entry Load: investments less than Rs. 5 crores - 2.25%. Investments of Rs. 5 crores and above - Nil. Direct Investment - Nil. 
Systematic Investment Plan (SIP) - 2.2596. Direct Investment - Nil. Exit Load: Nil. Principal Tax Savings Fund is only the name of the Scheme(s) and does not in any manner 
indicate either the quality of the Scheme(s) or the future prospects or returns. The Sponsor is not responsible or liable for any loss resulting from the operations of the Mutual 
Fund beyond the contribution of an amount of Rs. 25 Lakhs towards setting up Principal Mutual Fund. Investors in the scheme(s) are not being offered a guaranteed or 
assured rate of return or monthly or regular/periodical income distribution, and the actual returns and/or periodical income distribution of an investor will be based on the 
distributable surplus. For scheme specific risk factors, terms of issue etc. investors are urged to read the Offer Document carefully and consult with their legal/tax/investment 
advisor before they invest in the Scheme. Please refer the addendum on revision in features of SIP on our website. Copy of offer document of the scheme(s) can be obtained 
at the investor service centers of AMC and our Toll Free No: 1800 22 5600 and Website: www.principalindia.com Please read the Offer Document carefully before investing. 





Gets Tighter 


by Raghu Mohan 


BEHIND THE RATE SPIKE 


RBI takes 
harsh steps 
to curb 
inflation 
and credit 
growth 





NO PAIN, NO GAIN. THAT’S THE MESSAGE THAT 
Reserve Bank of India (RBI) Governor, 
Y.V. Reddy, sent out in his last quarterly policy 
review on Tuesday 29 July 2008. The pain came 
in the form of a steep 50 basis points (bps) 
hike in the repo rate, and a 25 bps one in 
the cash reserve ratio (CRR) — both now stand 
at 9 per cent. 

The harsher than expected moves should also 
be seen as an indication that with the no-confi- 
dence vote — which was a test of the govern- 
ment's position on the nuclear issue, which it 
passed — out of the way, it is clear the Centre 
and the RBI have thrown the kitchen sink to get 
inflation — now at almost 12 per cent — well 
under control. Reddy intends to bring inflation 
down to 7 per cent levels by end-March, very 
close to the national elections due in the first 
half of the coming year. 

At first glance, it might resemble the weather 
in Mumbai where the central bank is head- 
quartered — gloomy and overcast. But on a 
closer reading, it emerges that’s not the case. 
Chanda Kochhar, joint managing director at 
ICICI Bank — the country’s largest private bank 
and arguably the most aggressive lender — 
points to the RBI’s growth estimate for this 
year: a projection of 8 per cent GDP growth for 
2008-09 despite according top priority to 


WW rA credit policy 


The Squeeze 


inflation management. 

"Interest rates are not the only factor that 
determines credit growth rates,” she says. “The 
growth momentum of the economy also 
impacts credit demand. It is reasonable to 
assume that investment growth will continue 
and credit growth will be supported at 15-20 
per cent levels” 

Market reactions to the RBI's steps have been 
on expected lines: that they are too hawkish for 
comfort. But Reddy says that it might appear 
that way because participants look at every- 
thing from the perspective of their balance 
sheets. According to Meera Sanyal, country- 
executive at ABN AMRO Bank (India), while 
the latest round of monetary tightening can be 
construed as "aggressive", it is justified given the 
strong upside risks to inflation. 


It's Hand-Wringing As Usual 

"We see headline inflation rising to 14-14.5 per 
cent by October,” she says. “Aggregate demand 
pressures on inflation are quiet strong, while 
supply side pressures are not showing any signs 
of abating. Moreover, given that fiscal policy 
this year is significantly expansionary, the RBI 
has to counter that too." 

The first casualty will be lending rates; they 
can be expected to move north by at least 75 
bps, or three quarters of a percentage point. As 
Sonal Varma, economist at Lehman Brothers, 
observes, "The policy hikes will be reflected in 
the higher bank lending rates in a short span of 
time, which would eventually lead to slower 
bank credit and slower growth." Up to 4 July 
2008, non-food credit of banks rose by 25.9 per 
cent (Rs 4,85,709 crore) on a year-on-year 
basis, higher than 24.6 per cent (Rs 3,69,109 
crore) a year ago. 

The president ofthe Indian Merchant Cham- 
bers M.N. Chaini talks about the worries of the 
businessmen he represents. *The harsh meas- 
ures will raise the lending rates by at least half a 
percentage point, putting finance from bank 
credit beyond the reach of all productive sectors 
such as industries and services," he says. “Any 
tampering with the interest rates at this junc- 
ture — when the economy is slowing — is bound 
to derail India Inc.s plans for industrial expan- 
sion.” This implies that investment demand 
could get hit. 

Not surprisingly, industries, already strained 
under the burden of rising input and materials 
costs, are likely to feel the pinch. There is much 
talk of investment plans being put on hold, and 
the advisability of restraining growth too much. 
Harsh Pati Singhania, managing director of JK 
Paper, has additional concerns. *The trade-off 
is not simply between inflation and GDP 
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Figures are rates of year-on-year growth in per cent 


growth but also between inflation and effect 
on employment opportunities due to lower 
economic growth." 


There is (Some) Light 

But not everything is as dark as it may seem. 
Business expectations and confidence surveys 
also reflect a slightly different outlook. For July- 
September 2008, nearly half ofthe respondents 
to the RBI's survey expect an improvement in 
the overall business situation, and the outlook 
for production, order books and capacity utili- 
sation is positive. A majority of respondents ex- 
pect no change in the financial situation, work- 
ing capital finance requirements, availability of 
finance and profit margins. The expectations of 
increases in input costs and selling prices seem 
to have stabilised. 

But Reddy is determined to arrest what he 
sees as an excessive expansion in bank credit. 
And he makes no bones about his intention to 
do something about it more directly. “In 2008- 
O9 so far, some banks that have expanded credit 
rapidly in relation to the system-level growth 
with attendant worsening of their credit- 
deposit ratios are urged to review their business 
strategies, so that they are in a position to com- 
bine longer term viable financing with prof- 
itability in operations, recognising the reality of 
business cycles and counter-cyclical monetary 
policy responses,” his policy statement says. 
Apparently, the governor is concerned about 
second-round effects on inflation: that 
consumer price inflation is catching up with 
producer prices. 

Varma suggests that the RBI has front- 
loaded a lot of its monetary policy tightening in 
anticipation of much weaker growth in the 
coming quarters, higher inflation in the last 


quarter of 2008 due to an adverse base effect 
and, most importantly, the lags involved in 
policy transmission. She points to the cumula- 
tive 1.75 per cent increase in repo rates (the rate 
at which banks borrow from the RBI) and CRR 
hikes already undertaken in 2008. 

"Our outlook on GDP growth is bearish, and 
our house view is that that oil prices will drop 
further to $90 a barrel by the first quarter of 
2009,” she says. "We judge that the urgency to 
hike the repo rate will be much less as the 
balance of risk shifts gradually from rising 
inflation towards slowing growth" Lehman 
expects no further repo rate hikes this year, but 
believes the central bank is likely to maintain a 
tightening monetary policy bias through incre- 
mental CRR hikes to ensure that repo remains 
the binding rate corridor. 

Banks, of course, will be hit. As Abhishek 
Agarwal, a banking analyst at Religare Securi- 
ties, says, the rate hike would put pressure on 
the net interest margins for banks as the cost of 
funding assets is expected to increase. *With 
this hike, banks having a high proportion under 
the available-for-sale portfolio would have to 
make higher provisions towards marked-to- 
market,” he says. 

Union Bank of India, Allahabad Bank, and 
Indian Bank — alllisted banks — are likely to be 
the most impacted. Of course, Reddy says that 
banks are strong enough to absorb the impact, 
pointing out that banks' financial results have 


all along been good despite several rounds of ~ 


interest rates hikes. 

When you are determined, the whole world 
conspires with you. And Reddy is definitely a 
determined man. 
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Attacking 


India’s 
credibility 
as an 
investment 
hub has 
taken a dent 


AFTERMATH: 
Terror attacks have 
impacted India’s 
infrastructure and 
investment climate 


Business 


by Gurbir Singh 


THE HEADCOUNT IN THE MACABRE DANCE OF 
death that has swept Indian cities is still on. Ina 
short span of a few days since 25 July, synchro- 
nised attacks have left over 50 people dead and 
hundreds maimed in Ahmedabad and Banga- 
lore. Mocking the preparedness of the police 
force, the terror attacks showed devilish plann- 
ing that included planting high-intensity 
bombs at hospitals, foreseeing there would be a 
steady stream of victims and good Samaritans. 
There was black humour too: the ‘Indian Mu- 
jahideen’ planted crude explosive devises in 
Surat to be discovered as ‘warning notes’. 

But beyond the body toll, the terror seems to 
be hitting where it hurts most: the country’s in- 
frastructure; and ata larger level, at the credi- 
bility and image of India as an investment hub. 
Like Mumbai showed its resilience after the 
terrible 11 July 2006 bombings that killed 184 
people, Ahmedabad and Bangalore have retur- 
ned to normal as if the bombings were a blip. 
But the headlines in the international media are 
taking note. ‘Organised blasts hit tech hub of 
India’ wrote the Washington Post on 26 July. 
Global Insight put out a report after the Banga- 


current affairs 


lore and Ahmedabad bombings that said: “By 
hitting two of India’s commercial centres, the 
bomb attacks were aimed at inflicting more 
than just casualties. Bangalore, home to 1,500 
domestic and foreign companies, has tradition- 
ally not been a target of Islamic terrorism...” 

Economic terrorism is here. An e-mail threa- 
tened Reliance Industries Chairman Mukesh 
Ambani with dire consequences for buying a 
Waqf property through an auction. The travel 
advisory issued by the US Department of State 
warns: "A number of anti-western terrorist 
groups are believed to be active in India... While 
historically the state of J&K has been a focal 
point of terrorist activity, bomb blasts resulting 
in deaths and injuries have occurred in public 
places such as markets as well as on public 
transportation throughout India” The US De- 
partment of State goes on to list as many as 10 
bombings in Indian cities since October 2005. 
This does not include Kashmir and the recent 
Ahmedabad and Bangalore incidents. 

The 2006 blasts mounted on Mumbai's com- 
muter trains gave the impression that terror at- 
tacks were a metropolitan phenomenon. But 
events since have belied this analysis. Tier-II 
towns, especially thriving commercial centres, 
seem to be on the target list. Hyderabad, a boo- 
ming IT centre, was hit by explosions and death 
in August 2007; Jaipur, which receives 1.2 mil- 
lion tourists a year, was ripped by blasts in May 
2008; and now Surat, a big power loom centre 
with a diamond polishing industry said to be 
worth Rs 70,000 crore annually. Beyond creat- 
ing mayhem by snuffing out human lives, the 
bombers are also looking to cripple the coun- 
trys economic lifelines. 

Last fiscal, India saw GDP growth touching 9 
per cent while FDI inflow grew 56 per cent to 
$24.6 billion from $15.7 billion in the previous 
year. This year the story is not that good with oil 
imports rising 48 per cent in April-May com- 
pared to 24 per cent last year, and inflation at an 
all-time high. Fortunately, FDI flows continue 
to be solid. For April and May it was $7.7 billion, 
almost double last year's figure. 

The perception of India is changing. Earlier, 
India was seen as an investor-friendly, stable 
democracy in a swathe of violence-wracked 
West and South Asian countries such as Pak- 
istan, Myanmar and Sri Lanka. Now, violence is 
seen as becoming endemic in Indian civil soci- 
ety, too, and tourism — except in pockets such 
as Goa — is drying up. Ifthe terror modules are 
not curtailed, India's international ratings on 
stability are likely to be further dented. 





With inputs from Sreevalsan Menon 
gurbir.singh (à) abp.in 
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M&M picks 
up cash- 
starved 
Kinetic to 
complete 
portfolio 


LOOKING AHEAD: 
Anand Mahindra's M&M 
enters JV with KMCL, 
minus stake in Kinetic 
Engineering 


by Sreevalsan Menon 


MUMBAI-BASED AUTO MAJOR MAHINDRA & MAHIN- 
dra (M&M) is entering the domestic two-whe- 
eler segment by acquiring business assets of the 
Pune-based Kinetic Motor Company (KMCL) 
for Rs110 crore. A new joint venture, Kinetic Sc- 
ooters and Motorcycles, with M&M holding 80 
per cent stake and Kinetic the rest, will be set 
up. Kinetic will use much of the Rs 110 crore to 
pay off liabilities, including term loans of Rs 60 
crore. It is expected to develop other businesses 
due to the non-competing clause with M&M. 

Senior advisor to Anand Mahindra, Anoop 
Mathur, is the president-designate of the new 
company, and will be supported by Sulajja Firo- 
dia Motwani, managing director of Kinetic Mo- 
tor, as a non-executive director. M&M, howe- 
ver, is not getting any stake in Kinetic Engin- 
eering, the holding company for KMCL. Descri- 
bing Kinetic Motor as a strategic fit in its two- 
wheeler strategy, M&M Vice-Chairman Anand 
Mahindra says his in-house design and deve- 





TRIBHUWAN SHARMA 


lopment competencies, inspired by the recently 
acquired Italian design house — Engines Engi- 
neering — and Kinetic's overall expertise will 
ensure a strong position for the new company in 
the two-wheeler segment. The new JV will acti- 
vely look at global two-wheeler players for tech- 
nical expertise. SYM of Taiwan, for example, a 
stakeholder in Kinetic Motor, is expected to ex- 
tend help in the gearless two-wheeler segment. 

Explaining the acquisition rationale, Mathur 
says two-wheelers complete the line of M&M's 
personal transportation solutions in urban and 
semi-urban areas. A low penetration level of 48 
vehicles per 1,000 people, increased scooter de- 
mand from women in Tier-II cities and small 
towns are inspiring, he said. Indian two-whe- 
eler industry has grown in size to around 8 mill- 
ion units in 2008. Analysts say, in line with the 
economic growth and higher household inco- 
mes, two-wheelers are still a preferred mode of 
personal transportation. However, at present, 
the growth is dismal. Mathur blames this on the 
tighter credit situation, which he hopes would 
ease soon. "We are expecting major growth in 
another 3-4 years,” he said. 

A greenfield route was the first choice for 
M&M for the two-wheeler entry. “If a brown- 
field with a right target is available, it gives a 
better opportunity, says Mathur. *That's what 
Kinetic did” M&M concluded that Kinetic en- 
joyed a good line of products ranging from 
mopeds, scooters and motorcycles with strong 
brand loyalty and opportunity to design value 
engineered motorcycles and high-end motorcy- 
cles for global markets. 

Kinetics recent introductions, Flyte and 
Nova, garnered reasonable market shares. But 
the company, which had been going through a 
difficult financial state, was not making long- 
term investments and building brands in time, 
leading to lower volumes and lesser cash flows. 
“We had a difficult period since last 3-4 years 
and were looking for a partner with deep pock- 
ets,” says Motwani. The new venture would re- 
quire at least Rs 450 crore-500 crore to restruc- 
ture operations and create a new brand identity. 

The deal has virtually snipped Firodias out of 
the two-wheeler business, launched and nurtu- 
red since 1974. Kinetic Motor, where Firodias 
hold 55 per cent stake, rose to prominence with 
its moped, Luna in 1974, and its first gearless 
scooter in 1984. It, however, could not make a 
dent in the motorcycle market, now dominated 
by Hero Honda, Bajaj Auto and TVS Motor. 
Motwani now wants to focus on her infrastruc- 
ture business including elevators and expand 
the growing line of auto component business. 
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PE funds 
might see 
lower 
returns, 
according 
to a survey 


by Piya Singh 
DEALS AND THEIR RETURNS 
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POOR RETURNS FROM PRIVATE INVESTMENTS IN 
public equities (PIPES) continue to trouble 
private equity funds in India. What is more 
surprising, perhaps, is the expectation that 
despite a steep fall in valuations, private equity 
funds are likely to make fewer investments 
in the next couple of months. A recent survey 
by Deloitte Corporate Finance Services India 
says that almost a quarter of respondents in 
the survey expect investment activity levels 
to decline, with less than half, now expecting, 
an increase in the number of new deals struck 
by funds. 

As companies see their valuations plummet 
with the falling 30-share Bombay Stock Excha- 
nge (BSE) Sensitive Index (Sensex), private eq- 
uity funds complaining of over-valued share 
prices were expected to go on a buying spree in 
the last quarter. But it seems that promoters 
still expect a better deal as they expect the 
Sensex to bounce back: hence, their reluctance 





EEEE private equity 


to divest at current prices. 

This difference in price expectations has led 
22 per cent of the respondents in the survey to 
say that they expect a decrease in investment 
activity by private equity funds in the next six 
months. The survey also indicates that the 
downward pressure on potential returns will 
continue; given the high acquisition prices, ex- 
its in the next one to two years will see a decline 
in returns. “It’s common knowledge that PIPE 
deals are under water,” says Venture Intelli- 
gence’s founder and Chief Executive Officer 
Arun Natarajan who tracks the private equity 
market in India. 

The extent of fall in ‘returns’ — private equity 
firms include any change in the value of their 
holdings as part of returns on their investments 
— is quite high (though exits in these 
investments have not yet been made). 

For instance, General Atlantic has seen a 
46 per cent decline in the value of its Indian 
holdings till date from its investment in 
Infotech Enterprises, the value of holdings 
for Warburg Pincus's $110 million in Havell's 
India are down by 36 per cent and Blackstone's 
has seen a fall of 30 per cent and 27 per cent 
in its stake in Nagarjuna Construction and 
Gokaldas Exports, respectively (see ‘Deals And 
Their Returns’). One of the few PIPE deals that 
has bucked the trend is Carlyle’s $650 million 
in HDFC, that has seen the value of its holding 
increase by 30 per cent till date from May 2007. 

In such a scenario, it’s quite clear that exit 
activity, too, is likely to decline in the next 
six months. The number of buy-outs are also 
likely to be low. “The majority of respondents 
still do not expect any increase in the number 
of buy-out deals, with even fewer expecting 
any secondary buy-outs or take privates,” the 
survey states. 

Despite the gloom, the CEO of a large global 
private equity fund says there are still some ex- 
citing deals in the power and telecom business 
of reasonable size and private equity is still bull- 
ish about India. Deloitte’s survey also suggest 
that overall respondents are confident about 
the long-term growth prospects of the Indian 
private equity market. 

“Despite the turmoil in global financial mar- 
kets and reduction in the number of deals in the 
current year to date over the comparable period 
last year, the private equity market in India con- 
tinues to provide positive indicators,” says De- 
loitte’s Corporate Finance Services Managing 
Director Sandeep Gill. And that is supported by 
the continued entry of large and small private 
equity funds into India. 
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Bailing Out 
Economies 


by nayan chanda 


THE VOLATILITY OF MODERN GLOBALISATION 
has been a cause of growing anxiety among 
wage earners the world over. The days of life- 
time employment are mostly over, contracts 
are growing ever shorter, and the number of 
‘temp’ staff is seemingly on the rise. Since 
capital is increasingly mobile, investment is 
always moving to countries where absolute 
returns are higher, regardless of the conse- 
quences for immobile workers. One pro- 
nounced impact of globalisation in the 1970s 
was the massive redistribution of factory lo- 
cations. Millions of US blue collar jobs have 





only encourage reckless behaviour. 

During the 1997 Asian financial crisis, 
companies were allowed to go under in ap- 
plication of this principle, in the process 
throwing tens of millions of people out of 
jobs and toppling governments. The US 
treasury secretary, and the IMF, sternly lec- 
tured Asia about crony capitalism and ex- 
horted them to build transparent models of 
good governance in their economies. 

That was then. Since then, the Enron, 
Tyco, Global Crossing and Worldcom scan- 
dals have shown corruption and greed are 
not uniquely Asian attributes, nor is the lack 
of transparency and good governance. 
Barely a year after the Asian crisis, the US 
government bailed out Long-Term Capital 
Management, claiming that its collapse 
would have sent shockwaves through a world 
already reeling. After the bull run of the past 
decade, exceptions seems to have become 
the rule. “Wall Street got drunk,” said Presi- 
dent George Bush, and the resultant sub- 


disappeared as factories have been moved to The Fannie prime mortgage crisis now threatens three 
lower wage China and Southeast Asia. Mae and million American home owners with fore- 
The relocation fattened the corporate bot- closure, and devastate banks and investment 
tom line as western-designed, low-priced Freddie Mac companies. But before drawing up regula- 
made-in-China goods have invaded shop- isod tions to prevent such catastrophes in future, 
ping malls. Low prices at Wal-Mart and episode the US government has to get into full rescue 
Tesco helped middle-class wage earners to shows that mode. And this time, the object of the bailout 
cope with their declining real income, but is the health of the American as well as the 
the uncertainty about the future continue to government world economy. 
haunt workers. The anxiety is even more bail-outs are The fallout of the subprime crisis has now 
acute in the US where, unlike in Europe, re- becoming engulfed the giant government-sponsored 
trenchment often entails the loss of health- mortgage lenders Fannie Mae and Freddie 
care or a drop in living standards as the next necessary Mac, which together own or guarantee $6 


job might pay less. Economists argued that 

this ‘creative destruction’ was an inevitable 

part of economic growth and innovation, which would in the 
end create new jobs and benefit the society as a whole. 

But as reforming China and India and other developing 
countries joining the globalised world have brought in hun- 
dreds of millions of new workers, many western economists, 
who championed globalisation, are no longer so sure of 
themselves. They fear that the industrial prowess of the 
emerging economies poses a serious challenge to the pros- 
perity and welfare of working class and even white collar 
workers in the West. The backlash, in turn, threatens the 
hallowed principle of free trade. A serious debate is under- 
way in the European Union and the US on how to help work- 
ers who fall victim to creative destruction. Should govern- 
ments come to the aid of companies who are unable to cope 
with global competition or collapse because of mismanage- 
ment and misfortune? The answer on that score used to be 
clear: bailouts create moral hazard, economists warned, and 


trillion, representing roughly half of US 

home mortgages. The failure of these insti- 
tutions would not only have devastating consequences for 
the US economy — leading to the collapse of many other 
banks and businesses and leaving millions out of work — but 
seriously affect foreign investors who have sunk some $1.5 
trillion in these institutions. The failure of these icons could 
trigger a flight from dollar-denominated investment with 
incalculable consequences for the US economy. 

When one out of 10 American mortgages is guaranteed by 
foreign investors, enabling Americans to keep their homes is 
as much a concern in Washington as it is in Bejing or Tokyo. 
Not surprisingly, there is no more talk of moral hazard but 
unless rules are put in place to sober up Wall Street the next 
crisis won't be far. 





The author is director of publications at the Yale Center for 


the Study of Globalisation and Editor of YaleGlobal Online. 
boundtogether.bw (a) gmail.com 
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OR most people, the nuclear en- we want foreigners dictating our national secu- 
ergy issue is much like the story rity. Then there are health, safety and environ- 
of the six blind men and the ele- mental concerns, which are well-documented 
phant: different pieces, but no and widely known. 

coherent overall picture. For But nuclear energy is important to sustain 
some, its like the sides of the our growth momentum as well. The recent oil 
pachyderm in John Godfrey price hikes and the near-crisis that high energy 
Saxes poem: a wall. For others, it's like the prices caused in several countries have re- 
trunk, snake-like and hard to get a handle on. opened the nuclear debate. Climate change 
For yet others, it's like the elephant's tail, a rope concerns have also forced policy makers and 





NUGLEAR REVIVAL: 
Cirus, India's second 
nuclear reactor (above) 


was set up in 1960 in . that we are binding ourselves with. iè | politicians globally to reconsider the option of 
Trombay; and now the Nuclear energy is politically sensitive and di- nuclear energy. Simply put, we may be on the 
1-2-3 deal has given a Visive, and many people believe that the cusp of a nuclear renaissance. 

fillip to India’s civilian US-India deal compromises our sovereignty And for the first time in decades, the creation 


nuclear ambitions and makes us a vassal of the US. Neither do of a civilian nuclear energy industry in India has 
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Winning the vote 
was just the begin- 
ning. Creating a 

nuclear energy 


industry will need 
far lore 


become a real possibility once the US-India 
1-2-3 Agreement is signed. It’s an idea that ex- 
cites global companies that design, construct 
and manage nuclear energy plants and com- 
plexes: GE, Areva and Westinghouse Electric, 
in addition to Mitsubishi Heavy Industries and 
Toshiba of Japan. 

For three years now, executives from the US 
nuclear power industry have been coming to 
New Delhi, meeting with Indian government 
officials, and lobbying the US Congress for the 
passage of the deal. Ron Somers, president of 
the US-India Business Council in Washington, 
says US industry would be “front and centre” in 
advocating the deal when it comes up for ratifi- 
cation before the US Congress. 

“We are encouraged by recent statements 
made by Senate Foreign Relations Committee 
Chairman, Senator Joe Biden, who says he will 
find time to press for ratification of the 1-2-3 
Agreement so long as India is able to complete 
its steps,” says Somers. Also standing on the 
sidelines — at least for the present — are a host 
of Indian companies such as Reliance Power, 
Tata Power and Larsen & Toubro, who want a 
piece of the action. 


The Nuclear Renaissance 
India is likely to spend more than $100 billion 
expanding its national power capacity over the 
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next 20 years and US firms are expecting the 
nuclear deal to pave the way for big contracts. 
This message is unlikely to be lost on the US 
Congress. At an estimated $2.5 billion per 
1,000 MW of electricity — the capacity that 
most new plants will provide — the nearly 30 
new reactors India will commission over the 
next four decades could be windfall business for 
US companies such as GE Energy, Thorium 
Power and Westinghouse Electric. 

With 17 plants in operation, India already has 
a flourishing and largely indigenous nuclear 
power programme. But at present, nuclear en- 
ergy provides only about 2.5 per cent of India’s 
electricity; the goal is for nuclear power to sup- 
ply 25 per cent of electricity by 2050. 

The target since 2004 has been to provide 
20,000 MW of nuclear power by 2020; in 2007 
Prime Minister Manmohan Singh said this tar- 
get was “modest” and capable of being “doubled 
with the opening up of international coopera- 
tion”. However, itis evident that on the basis of 
only indigenous fuel supply, the 20,000 MW 
target isnot attainable, or at least not sustain- 
able without uranium imports. 

The Department of Atomic Energy (DAE) 
says that the large energy gap projected for 
2050 — an estimated 40,000 MW of capacity 
that has to be added — can be bridged if 40 one- 
GW (gigawatt, or 1,000 MW) pressured water 
reactors (PWRs) plus uranium to fuel them are 
imported during 2012-20. 

Because India is not a signatory to the Nu- 
clear Non-Proliferation Treaty (NPT), due to its 
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EXECUTIVE SUMMARY 


@ Asuccessful nuclear 
deal will open the door 
for possible transfers 
of technology that 
could benefit Indian 
companies as well 

@ Specific deals between 
foreign companies 
and India will take at 
least two years after 
the NSG approves the 
1-2-3 Agreement to 
become a reality 





STEP BY STEP: 

The IAEA will meet 
on 1 August to 
assess India 
safeguards agreement 


weapons programme, it is largely excluded 
from access to nuclear plants or materials, 
which has hampered development of a civilian 
nuclear energy industry. That is what the US- 
India nuclear agreement is intended to address: 
assured fuel supplies for its operating plants 
and access to new technologies. 


The Thorium Advantage 

India also needs advanced US technology to 
best use thorium, a silvery metal that has been 
considered an alternative nuclear fuel to scarce 
and expensive uranium. Due to years of nuclear 
isolation and lack of domestic uranium, Indian 
scientists have worked hard at tapping the 
country’s abundant thorium reserves. 

“The thorium available in India allows it to 
pursue a nuclear power programme without 
much reliance on outside sources of fuel mate- 
rial,” points out Seth Grae, president and CEO 
of Thorium Power, a firm specialising in devel- 
oping and testing proliferation-proof nuclear 
fuel based on thorium. “Some countries have a 
lot of uranium; others import all of the fuel ma- 
terial. India has the ability to use its own tho- 
rium. I think that is very important.” 

It’s true that so far, India’s nuclear power pro- 
gramme has gotten along largely without fuel or 
technological assistance from other countries. 
But until the mid-1990s, Indian-made power 
reactors had some of the world’s lowest capacity 
factors, reflecting the technical difficulties of 
the country’s isolation. 

In the US, between 1990 and 2007, produc- 
tivity gains enabled improvements in the 
performance of civilian nuclear facilities by an 
amount equivalent to 27 new 1,000-MW power 
plants. Based on that success, the Nuclear 
Regulatory Commission has, since 2000, 
authorised 67 power up-rates — increases in 
power capacity and output — that will yield a 





REUTERS 


cumulative 


capacity increase of almost 
2,965 MW, equivalent to about three new 
1,000-MW plants. For India, access to those 
technological advances would improve effi- 
ciency dramatically. 

Global reserves of thorium — India, Aus- 
tralia, Norway and the US possess the largest 
reserves — could meet the world’s energy needs 
for centuries. Now, consider what it means for 
India to be able to do business with the cliquish 
club of nuclear technology suppliers. 

“There is a strong interest in potentially 
working together once the 1-2-3 Agreement for 
civil nuclear co-operation is completed, which 
looks like it will be in the relatively near term,” 
says Grae. 


The Economics Of Nuclear Power 

Despite the advantages that the nuclear deal 
can bring, opponents to it point out that the 
economics of nuclear power make it very expen- 
sive; additionally, they say (see 'N-Energy Is 
Not Clean’ on page 44) the adverse environ- 
mental fallout is considerable, from mining, ex- 
traction and processing, to storage and disposal 
of nuclear waste. 


The four factors that we have to take into con- 


Timeline: 





9 JULY: India 1 AUGUST: 


submitted a — The IAEA 
draft nuclear board could 
guards — meet on the 





issue of rules 
for India. 





tative meeting. 
to move to the 
next stage. = 
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sideration in assessing the economics of nuclear 
power are construction, financing, operating 
and waste management costs. According to the 
World Nuclear Association — an association of 
companies that trade in nuclear energy-related 
materials — construction costs per kilowatt 
hour have fallen considerably due to standard- 
ised design, shorter construction times and 
more efficient generating technologies. 

Financing costs for new nuclear plants, a 
critical component of nuclear economics, are 
expected to fall as new approaches are 
developed and tested, says the WNA. Operating 
costs of nuclear power plants have fallen 
steadily over the past 20 years as capacity 
factors have increased, squeezing far more 
output from the same generating capacity. 
Waste management costs, which are included 
in the operational costs of nuclear plants, repre- 
sent a tiny fraction of the lifetime costs of a reac- 
tor's operation. 

Energy analysts use the levelised cost of elec- 
tricity (LCOE) — the price that covers both the 
operating costs and the annualised capital costs 
— as a benchmark for economic viability. Sev- 
eral studies have been conducted in the past five 
years — including by the University of Chicago, 


11 AUGUST: 
The first NSG 
consultative 
meeting at 
which the US 
will propose 
that the NSG 
give India a 
waiver from 
the NSG 
guideline. 





DEAN CALM/IAEA 


SEPTEMBER AND PERHAPS TWO 
WEEKS IN OCTOBER: US Congress 
will be in session to consider the 
nuclear deal. India is yet to sign the 
Convention on Supplementary 
Compensation (CSC), an international 
treaty that created a fund to pay vic- 
tims of nuclear disasters. If India 
does not sign it, American-built reac- 
tors would have to shoulder their own 
civil liabilities — a prohibitive cost. 


the International Energy Agency (IEA) and Or- 
ganisation for Economic Cooperation and De- 
velopment (OECD), the Massachusetts Insti- 


tute of Technology and the Royal Academy of 


Engineering — on the costs of setting up new 
nuclear energy facilities. 

The balance between capital costs and fuel 
costs depends upon the generating technology. 
For combined cycle gas turbine (CCGT, that 
uses naphtha), the capital costs account for 
about 20 per cent of the investment. For a new 
nuclear plant, that number (including accrued 
interest) is nearly 60 per cent. With CCGT 
plants, fuel costs are almost 75 per cent of the 
LCOE, but nuclear fuel account for just about 
25 per cent. Recent events — the volatility in 
fossil fuel prices that some analysts believe will 
continue for some years to come — underscore 
the viability of nuclear energy as an alternative. 


The Long And Winding Road 

But the road to achieving energy security for In- 
dia is a difficult one (see timeline below). In be- 
tween, there are several uncertainties. “The US- 
India deal goes against the grain for those 
members — including New Zealand and the 
Netherlands — for whom non-proliferation is 





The Crucial Stages of the Process 
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UNDER SCRUTINY: 
The Tarapur Atomic 
Power Station, Maha- 
rashtra (left) and the 
Dukovany Nuclear 
Power Station in the 
Czech Republic; the 
growth in global energy 
demand has re-ignited 
the nuclear debate 


"ITIS A nuclear energy 


an important issue, and they have strongly held 
views on it, says T.P. Sreenivasan, former In- 
dian ambassador to the Vienna-based Interna- 
tional Atomic Energy Agency. But perhaps not 
enough to test the will of the US. 

What India is looking for, Sreenivasan adds, 
is a statement that reads something like this: 
“The NSG guidelines will not apply to India.” 
But what they might get is something more 
qualified and that may ask for some assurances 
on verification of use of nuclear fuel, nuclear 
testing, reprocessing and similar issues. 

The US Congress took 13 years to approve a 
1-2-3 Agreement with China after President 
Ronald Reagan submitted it to the US Congress 
in 1985. Nobody believes that it will take that 
long for India. Is there time for the election- 
year Congress to approve the nuclear deal be- 
fore President Bush leaves the White House? 

The US Congress is scheduled to be out of 
session in September and it already has a 
lengthy list of bills to consider, but the adminis- 
tration is trying to build enough momentum for 
the Indian nuclear deal on Capitol Hill to get it 
on the agenda. "We're going to be communicat- 
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ing to the Hill how important this measure is 
for the US, and how important we believe this 
partnership will be for India,” says State De- 
partment spokesman Gonzalo Gallegos. 

"It is going to be tight, if only because we are 
in the second half of an election year;' says Ash- 
ley J. Tellis, a senior associate at the Carnegie 
Endowment for International Peace, who was 
intimately involved in negotiating the deal as an 
adviser to former US Under secretary of State 
Nicholas Burns. But with a “bit of luck", he does- 
n't think it is impossible. All the players in- 
volved want to see this done quickly, he says. 

"Practically speaking, it will be very difficult 
for the US Congress to take up the nuclear issue 
again before the end of the year,’ says Jim Mc- 
Dermott, a senior Democrat leader who is the 
co-chair of the Congressional Caucus on India 
and Indian Americans. 


Who Wins, Who Loses, Who Gets Away? 

But how important is it for the US? Any delay in 
the India-US deal's passage could mean US 
companies might not be at the front of the line 
for contracts for the new Indian nuclear reac- 
tors. Also, as a leading US business magazine, 
points out, India has yet to sign the Convention 
on Supplementary Compensation (CSC). 

The CSC treaty is a global pool to pay victims 
of nuclear disasters; unless India signs it, any 
American-built reactors would have to shoul- 
der their own civil liabilities. 

"American companies are concerned that 
India has not ratified international nuclear 
liability agreements,” says Daryl Kimball of the 
Arms Control Association. “They are concerned 
they will be liable for accidents.” But companies 
from other countries, especially France, Russia 
and Japan, are not likely to be as affected. 

Areva has exploratory agreements in place 
that almost assure it of a site in western India, 
and Russian companies are planning to help 
build a nuclear reactor in Kudankulam in Tamil 
Nadu once India gets a “clean and uncondi- 
tional exemption” from the NSG guidelines. 

But R.B. Grover, director at India’s DAE and 
India’s chief negotiator for the nuclear deal, re- 
cently suggested that there was no cause for 
worry. “Irrespective of any understanding or 
quid pro quo, the demand for electricity in In- 
dia is so large, we can accommodate all coun- 
tries, he told the US media. 

What happens now? Read Saxe: 

“So the six men of Indostan, disputed loud 
and long,/Each in his own opinion, exceedingly 
stiff and strong,/Though each was partly in the 
right, and all were in the wrong.” 


srikanth.srinivas@abp.in 
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TRIBHUWAN SHARMA 


guest column 
N-energy Is 
Not Clean 





Nuclear 
power plants 
emit more 
carbon 
dioxide than 
wind, solar 
or other 


generators 


by maneka gandhi 


EVERY INTERNATIONAL REPORT ON INDIA 
says that India should seek options 
that are proactive in terms of develop- 
ing international strategies to reduce 
the risk of destructive climate change. 
Knowing this, why does the govern- 
ment refuse to do anything to establish 
alternative sources of energy? This is 
the ministry with the lowest budget 
and the most inefficient minister who 
never goes to work. Not only is Prime 
Minister Manmohan Singh ignoring 
all the signs of climate change, he even 
enters into a nuclear deal and talks 
about providing energy security 
through setting up nuclear plants. 
And, like many ill-informed, he says 
that this is ‘clean’ energy. 

The nuclear industry has taken advantage of 
the panic created by consciousness of the car- 
bon footprint of coal-fired power plants and the 
relative inadequacy of both solar and wind 
power. These days, advocates of nuclear power 
portray it as an important part of any solution 
aimed at fighting climate change and reducing 
greenhouse gas emissions. The Nuclear Energy 
Institute reports that nuclear power is a “car- 
bon-free electricity source”. The World Nuclear 
Association says, “nuclear energy today repre- 
sents nothing less than an indispensable asset” 
if our world is to fight climate change. 

None of this is true. 

Nuclear power is certainly not a clean energy 
source. Australian researchers have estimated 
that wind turbines have one-third the carbon- 
equivalent emissions of nuclear power over 
their lifecycle, and hydroelectric a fourth. The 
Oxford Research Group says if the percentage 
of world nuclear capacity remains what it is to- 
day, by 2050 nuclear power will generate as 
much carbon dioxide per kilowatt-hour (kwh) 
as gas-fired power stations. A new study in the 
August 2008 issue of the journal Energy Policy 
has screened 103 lifecycle studies of greenhouse 
gas-equivalent emissions for nuclear plants. 
The study shows that the mean value of carbon 
is about 66 gm of carbon dioxide (CO2) equiva- 


lent per kwh. The front-end component of the 
nuclear fuel cycle (uranium mining, milling and 
enrichment) is responsible for 38 per cent of 
emissions. Decommissioning and plant opera- 
tion, including the use of fossil-fuelled genera- 
tors to back up nuclear plants when they go of- 
fline for servicing, account for 35 per cent. The 
back end of the fuel cycle, which includes stor- 
ing spent fuel and fuel conditioning, accounts 
for 15 per cent, and plant construction is re- 
sponsible for 12 per cent. 

This average of 66 gm of CO2 for every kwh is 
staggeringly high and shows that nuclear en- 
ergy is in no way ‘carbon free’, much worse than 
the equivalent carbon emissions over the life- 
cycle of renewable and small-scale distributed 
generators. 

To provide just a rough estimate of how 
much equivalent CO2 nuclear plants emit over 
the course of their lifecycle, a 1,000-MW reac- 
tor operating at 90 per cent capacity factor will 
emit the equivalent of 1,427 tonnes of CO2 a 
day, or 5,22,323 tonnes of CO2 every year. Nu- 
clear facilities were responsible for emitting 
the equivalent of some 183 million tonnes of 
CO2 in 2005. 

A carbon tax is a tax on emissions of carbon 
dioxide and other greenhouse gases. Many 
countries have levied carbon taxes on their in- 
dustries and also allowed tradable permits. Car- 
bon taxes are coming into force all over the 
world. Businesses have to pay for the carbon 
they emit and they, of course, pass this on to the 
consumer. Assuming a carbon tax of $24 per 
tonne — not too extreme when existing carbon 
taxes in the UK and Denmark are between $16 
and $31 per tonne — a 1,000-MW nuclear plant 
would have to pay almost $12.6 million per year 
for its carbon-equivalent emissions. For the 
global nuclear power industry, this comes to 
nearly $4.4 billion in carbon taxes per year. 

Researchers in the UK who conducted life- 
cycle analyses for 15 separate distributed gener- 
ation and renewable energy technologies found 
that all emitted much less CO2/kwh than the 
mean reported for nuclear plants. Only solar 
photovoltaics came close with greenhouse gas 
emissions for typical solar PV systems ranging 
from 29 gm-35 gm of CO2/kwh. 

Offshore wind power has less than one- 
seventh the carbon equivalent emissions of nu- 
clear plants; large-scale hydropower, onshore 
wind, and biogas, about one-sixth the emis- 
sions; small-scale hydro and solar thermal, one- 
fifth. This makes these renewable energy tech- 
nologies seven, six, and five times more effective 
on a per kwh basis at fighting climate change. 
Put simply, nuclear power is much worse at 
emitting greenhouse gases than pursuing wind, 
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solar and other small-scale power generators. 

These mean two things: not Just the increase 
of carbon in the air, but the increase in expense 
of electricity generated by nuclear reactors. 

Nuclear power, which is already the most ex- 
pensive power, will increase its cost, because, 
due to the greenhouse-gas intensity of its lifecy- 
cle, nuclear power plants will certainly be pe- 
nalised, no matter how much they try and hide 
the carbon equivalent emissions from uranium 
mining operations, enrichment facilities, plant 
construction, decommissioning, and spent fuel 
storage from the actual running. Any tax for 
carbon emissions would increase the price of 
these elements of the nuclear fuel cycle, making 
nuclear power even more expensive. 

Experts have compared the cost of producing 
electricity from different sources at present day 
rates: 

Bl Coal-based thermal power plants cost Rs 4.5 
crore per MW. 

ll Combined cycle gas turbines running on gas 
or naphtha cost Rs 3 per MW. 

ll An indigenously built nuclear reactor costs 
Rs 8 crore per MW. 

@ Imported nuclear reactor costs Rs 10 crore 
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per MW. 

Even now, thermal power, at its most expen- 
sive, costs Rs 1.19 per unit. The Tarapur unit is 
supplying power at Rs 2.70-2.80 per unit. Even 
this is a subsidised cost — it actually costs Rs 9 
per unit. Uranium prices fluctuate and rise even 
more than gold. In the past two years, they have 
gone up from $21 per pound to $36. It will 
touch $140 per pound this year itself. This 
makes the nuclear option even more unviable. 

In actual fact, the world has almost reached 
the post-nuclear age. There are 440 nuclear 
plants in the world and western nations will not 
be building any more. There is far too much irri- 
tation in their own countries, far too many 
problems with waste disposal. Which makes the 
reason for this deal abundantly clear: the nu- 
clear plant contractors need a murga. They 
need a country whose politicians are foolish and 
corrupt enough to commit themselves to build- 
ing more nuclear energy plants. That is why the 
Prime Minister and his party of 'international- 
ists have signed deals with Russia for four more 
nuclear reactors, and now this deal with the US. 





The author is a Member of Parliament 
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The Manmohan Singh- 
George Bush (left) 
nuclear deal comes at a 
time when western 
countries are restricting 
uranium mining 











n Gonversation 


'We took 
either the 
ar or the 
. elephant 


LESTER BROWN IS A REFRESHING EXCEPTION IN 
the tribe of ecologists, who tend to be dour 
pessimists. Son of a sharecropper in New 
Jersey, he expected to earn his livelihood by 
growing tomatoes. To be a better farmer, he 
took a degree in agriculture. He came to 
India as a student, and earned a small 
reputation as a wrestler. After going back to 
the US, he became interested in world food 
problems, and then, when the first oil crisis 
hit the world in the 1970s, he turned to 
global energy problems. In the midst of the 
current oil crisis, he is quite optimistic that 
the US will move over from non-renewable 
to renewable energy, principally to elec- 
tricity from wind, and will be able to 
preserve its way of life. But he sees the world 
food shortages leading to competition for 
arable land, and to countries leasing land 
abroad to grow food. Only the better-off 
countries can do this; the people of smaller 
and poorer countries may face hard times. 
Excerpts from an interview with BU/s 
; 1 and 


OGRAPH: AMIT VERMA 





a In your 50-year career, did you ever 
E a make a big mistake? 
A: Yes! In 1996, when I was president of 
s Worldwatch, we got a call from the 

office of the German Environment Minister 
saying she'd like to have a meeting. Days later, 
she wrote me asking if I'd be interested in co- 
authoring a book on global environmental 
issues. But I had a bunch of deadlines. So I 
declined. But now that Angela Merkel is 
Chancellor of Germany... (laughs). So, that's 
my big mistake... She is a remarkable woman. 
She is East German; she came into politics 
maybe 15 years ago and worked her way up 
through the system. Not too many politicians 
have a PhD in physics. You can talk science to 
her and you don't have to draw pictures; she 
gets it. It’s remarkable. The only other 
comparable politician is Marina Silva, 
Brazilian environment minister who recently 
resigned. She was born into a rubber tapper 
family in the Amazon. At 16, she got a job as a 
domestic. That's when she learned to read. At 
35, she was the youngest member of the 
Brazilian senate. 


a You haven't co-authored many books. 
Q a Is it difficult to write with someone? 
„ Well, you have to mesh your thinking; 
= that can take time and be frustrating. 
Some people aspire to be writers; I never 
wanted to be one. I don't really write, I dictate 
everything. I never learned to type. 


- s You never learned to type? 


a No, never. I was a farmer and was going 

= to be a tomato farmer the rest of my life. 
In 1956 I came to India. I went back and grew 
tomatoes for a couple more years with my 
brother. But I really wanted to work on the 
world's food and population problems. So I 
went to Washington to join the Foreign 
Agriculture Service in the US Department of 
Agriculture in 1959. 


" s Tomatoes are very labour-intensive... 


s They are indeed. When you're planting, 
" you've got to move quickly. At harvest, 
it's really laborious. So we hired classmates 
and housewives, and brought in Puerto Ricans 
and Blacks from the nearby cities. This was in 
southern New Jersey, where I grew up. 

You hear people say they were the first from 
their family to graduate from college. I was 
the first in my family to graduate from 
elementary school! I think my father got to 
fifth grade. He was a hired farmhand and then 


we sharecropped for a few years. He was too 
old for the draft in World War II. So we were 
farming during the War, and we accumulated 
enough cash to buy a small farm. 


Your initial interest was in agriculture. 
Q: When was it that you broadened out into 
energy and environment? 
A „ The day before Nixon took office in 

a January 1969, I resigned from the 

Department of Agriculture. Then I helped Jim 
Grant start the Overseas Development 
Council. After five years, I began to sense the 
need for a research institute that focused on 
global environmental issues. 

By chance, late in the afternoon in Aspen, 
after a conference was finished, three of us 
were in the swimming pool: Jim, me, and the 
executive vice president of the Rockefeller 
Brothers Fund. We got talking. One thing led 
to another and the Rockefeller Brothers Fund 
gave us a half million dollars as start-up 
money. That's how the Worldwatch Institute 
was formed. I was there for 26 years. 


„ When did you come to India the first 
= time? 


A I was nominated for the International 

a Farm Youth Exchange programme from 
New Jersey in 1956, the year after I graduated 
from Rutgers. We sailed from New York to 
Naples on a ship called Queen Frederica and 
from Naples to Bombay through the Suez on 
an Italian ship called the Victoria. 


x s Where did you go in India? 


a L lived with three families. One was in a 

= small village maybe 60 miles north of 
Nagpur called Pardi...the last few miles we 
went by bullock cart to get to the village! The 
second one was near Trivandrum. The third 
was north of Lucknow. Not a typical village 
family — I was staying with the Raja of 
Mankapur at his palace. He had a Buick and 
an elephant! So, depending on where we were 
going, we took the car or the elephant. 


s s So you had very varied experiences... 


A: A lot of interesting things happened. 

s When we arrived in New Delhi, India 
was having the wrestling finals to select the 
team to go to the Melbourne Olympics. We 
went; because we were from abroad, we got 
ring-side seats. We got talking to the officials 
about US collegiate wrestling. There were two 
of us who'd wrestled: a guy called Armstrong 
and me. So after they'd selected their team, we 
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Fast Facts 


Education 
MSc (Agr), Rutgers; 
PhD, 1955 


First job 
Tomato farmer in 
South New Jersey 


Previous position 
Founder, 
Worldwatch 
Institute, 
Washington D.C. 


India connection 
First came in 1956. 
Got involved in 
impromptu 
wrestling matches. 


Soothsayer 
Predicts a coming 
electricity age; food 
riots if biofuels take 
away land. 


n Gonversation 


were invited by the Indian officials to give an 
exhibition of American collegiate wrestling! It 
was in the newspapers. And so, as I went 
about India, the local wrestlers always wanted 
to challenge me to a bout! (Laughter)... 


y Do you think that the age of oil is going 

a to be followed by an age of electricity? 
A y Substantially, yes: electricity largely 

= from renewables. My sense is that we've 
either reached peak oil or if not, it's imminent. 


Q: What about oil? 


y Oil production growth was interrupted 

s after the price hikes of the 1970s. But 
then it resumed. Many geologists have been 
aware for some time that we're never going to 
reach even 100 million barrels a day, much less 
120 million. The 20 largest oil fields were all 
discovered between 1914 and 1979, which 
means that the youngest of these really big oil 
fields, is almost 30 years old. That, is evidence 
that world oil production is not going to 
increase much longer. I have a feeling that 
neither the oil-exporting countries nor the oil 
production companies want the world to be 
fully aware of the fact that oilfields are being 
depleted and production is not going to 
increase. If it became clear that peak oil was 
imminent, there would be a flurry of activity 
to develop alternatives. Suddenly 
everything changed. 


, Oil companies control a very small 
Q = proportion of oil. So as oil nationalism 
gets stronger, international distribution of oil 
will get less equal. Don't you think so? 

„ Once we pass peak oil, no country gets 

= more oil unless another gets less. And 
that world is very different from the one we 
spent our lives in. I see this happening at 
about the same time that the world food 
situation is tightening. What we're seeing is 
the emergence of a politics of food scarcity. 
Countries like Russia and Argentina, wheat 
exporters, and Vietnam, a rice exporter, 
restricted their exports for some months. In 
. response, importing countries are looking for 
land in other countries. Libya, which imports 
90 per cent of its grains, has more than 
100,000 hectares in the Ukraine on which to 
grow wheat and ship back. Egypt is working 
on a similar deal because it imports close to 
half its grains. South Korea is looking for land 
in Siberia, in the Sudan and other places. 
Some entrepreneurs from India are looking for 
land in Uruguay and Paraguay to grow grain 
and oilseeds. China is looking everywhere — 


Myanmar, Kazakhstan, Philippines, Siberia 
and Brazil. This will leave out a lot of poor 
countries. We're going to have a lot of des- 
perate people in these countries. Desperate 
people do a lot of desperate things. They loot, 
they overthrow their governments, they 
migrate to more food-secure countries. With 
growing food insecurity, more and more 
countries are looking after their own self- 
interest. That is potentially dangerous for the 
world... The world works today because we 
have a network of functioning, cooperating 
nation states... With the world community 
fracturing because of food shortages, it makes 
me feel uneasy. 


m for oil? 
A a From an agricultural point of view, the 
s demand for auto fuel is insatiable. If the 
entire US grain harvest was converted into 
ethanol, it would answer maybe 16 per cent 
of our automotive fuel needs. 


Q a Ís ethanol the most likely substitute 


Q a 50 that's no solution. And, in fact, if you 
m= took the whole world's harvest, it would 
perhaps just about cover America's 
requirement, since the US produces a large 
portion of the world's grain. 

„ About a fifth. The grain required to fill a 

s 25 gallon SUV tank with ethanol could 
feed one person for a year. In a bushel of corn, 
there are about 2.5 gallons of ethanol. So, 25 
gallons of ethanol would be 10 bushels which 
is about 600 pounds of grain. At the global 
level, where grain consumption is around 
300 kg a year, this would feed one person a 
year. You mentioned electricity; my sense is 
were going to move first in the US towards 
plug-in hybrid cars on one hand and wind 
farms on the other, which basically means our 
cars will run on wind power. This is a very 
exciting possibility. They're still wrestling with 
getting the wrinkles out of the batteries to get 
lithium ion batteries, but of the five companies 
coming to market, the winner will probably be 
Toyota or GM. Both have said they'll be in the 
market by 2010. GM expects the Volt, under 
typical driving conditions in the US, to get 
about 151 miles per gallon. The US fleet 
average is maybe 22 miles per gallon. 


Q a 90 the end of oil need not lead to a 

m contraction of transport. 

A a Need not, because countries everywhere 
= have access to renewable energy. I mean, 

it might be wind, wave, geothermal, it might 

be solar, a certain amount of hydro power, 

these will be parts of the total equation. 
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Global Commentary 





Resorting To 
Public Debt 


by paul samuelson 


BECAUSE OF FAILURE OF SOUND GOVERNMENT 
regulation of ordinary banks, investment 
banks, hedge funds, mortgage lenders and 
other private venture funds earlier, America 
is now, and will be for a considerable time, in 
a semi-lethal financial crisis. 

Booms and busts in real estate is a story 
that has repeated itself throughout cen- 
turies. I have specified the usual suspects we 
have to blame for creating the recent, worst- 
ever financial breakdown in America, and 
beyond in (‘Cleaning Up The US Mess, BW, 
2 June 2008). Alas, now week after week the 





load. An understanding of the macroeco- 
nomic resources of government suggests 
that between fiscal deficit spending by the 
US Treasury, and by the Federal Reserve Sys- 
tem creating new money, even were the sub 
prime turmoil to be twice what it will be be- 
tween now and 2010, all the dollar-denomi- 
nated debts of the public could be honoured. 

After you have understood this point, you 
still ought to ask: will successful support for 
Fannie Mae, FDIC and other new home- 
lending agencies convert America into a ba- 
nana-republic, galloping-inflation economy 
like 1923 Germany or 2008 Zimbabwe? 

My answer to that makes reference again 
to the economic history of the 1929-1939 
Great Depression, and the 1940-1946 World 
War II macro stories. In the war period, al- 
most of half our GDP got spent on war. 

Next to that epoch and the Depression 
epoch, the future activities of Fed Chairman 
Ben Bernanke and US Secretary of Treasury 
Henry Paulson will loom small. Actually, so 


headlines shout out how serious the mess is Rescuing the far, our present 5 per cent per year inflation 
those suspects have left behind. financial traces to microeconomic supply shocks and 
Therefore, this time I can focus on how R 1 not to currency expansion. 
and why it will require heavy government institutions Money is now not at all ‘easy’. Credit is ab- 
rescue spending to restore stability to Main from the normally tight for any investments that in- 
Street, Wall Street and markets abroad. - volve risk. In times of bankruptcy and fore- 
The losses of both lenders and borrowers subprime closures, anything right now will be risky. 
are so vast that no private investment bank, mess won't Too long were Wall Street pundits and 
no private commercial bank, no private ven- White House economists counting on a 
ture group, and no super-rich Warren Buf- bankrupt the modestly weak soft landing. They put into 
fett could ever be motivated to come to the US financial their standard 'consensus' forecasts a fall of, 
rescue ofthe major losers. Yes, the public in- maybe, 1 per cent in GDP growth from lost 
terest does require Fannie Mae and Freddie system jobs by homebuilders, and maybe an addi- 


Mac to be saved. But only the naive can be- 
lieve that when they are saved their govern- 
mental rescuers will escape heavy losses. 

Private capitalism can never save itself after it has gener- 
ated widespread speculations. That's why central banks like 
the Bank of England, the Bank of Sweden and the 1913 Fed- 
eral Reserve system were founded. Every capitalist market 
system needs a ‘lender of last resort. The business of govern- 
ment is to lose money — not to fat tycoons or purblind spec- 
ulators, but to public-purpose agencies like the Reconstruc- 
tion Finance Corp. or the national housing agencies. 

President Franklin Roosevelt did not bankrupt America 
when he rescued capitalism from the Great Depression. In- 
stead, by 1939, when Adolf Hitler threatened to conquer the 
whole world, Roosevelt's America was economically so 
strong that it was able to defeat German aggressors for the 
second time, in 1945 as it had done in 1918. 

Some may wonder whether the Federal Reserve and the 
US fiscal systems might end up bankrupt under its present 


tional 1.5 per cent drop from homeowners' 

loss of net worth. And, no one could fail to 
notice that high oil and Board of Trade commodity prices 
will affect 2008 consumer spending. 

A financial meltdown is much like that. Support for a dy- 
ing Bear Stearns firm can keep its shell barely alive. But 
within weeks, Merrill Lynch and Lehman Investment Bank 
will walk near the valley of death. 

After George Bush is removed safely back to his Crawford, 
Texas ranch, a new Congress will recover for the American 
people their genuine tax base, which President Bush and 
Vice-President Dick Cheney have been giving away to the 
multimillionaire income classes. 

Poet Robert Frost wrote: *Home is the place where, when 
you have to go there, they have to take you in” Same with 
present-day voters. When things fall sufficiently apart, we 
have to begin rebuilding the place we live in. 
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N the desk of the SpiceJet CEO is a 
miniature bi-plane confined inside 
a glass bottle, and broken. “The 
cleaner knocked it off,” says Sid- 
dhanta Sharma, who until recently 


Airlines’ bad Strategy 
and rising fuel was the occupant of the desk and 
- ^ , CEO of the Gurgaon-based low-cost airline. I 
DT1G e C send India Š | is hard a to rena parallels Srt elio the E 


plane and SpiceJet — promoted by Kenyan 





] NRIs, and boasting substantial investments 

low-fare flying dreams | from the Tatas — amongst the best-run airlines 

» | in India. Its operating costs were amongst the 

T. r lowest in the world until recently, according to a 

report by Mumbai-based brokerage and invest- 
ment banking services provider CLSA, India. 
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Yet, a variety of reasons ranging from rocket- 
ing fuel prices to mindless fare wars have plun- 
ged SpiceJet — and almost every other Indian 
airline — into the red. Faced with rising costs 
and tapering revenues, the industry reported a 
cumulative loss of Rs 4,000 crore in 2007-08, a 
figure it says is likely to double this fiscal. The 
eye of the storm lies in the faulty business mod- 
els adopted by airlines that relied on pricing 
tickets below cost price to grab market share. 
Despite the heavy discounts, airlines failed to 
achieve the seat occupancy needed to break 
even. Though they call themselves low-cost car- 
riers, they are actually merely low-fare airlines. 
“Airlines need to look for revenue models that 
are bottom line-based rather than market 
share-driven,” says Civil Aviation Secretary 
Ashok Chawla. 

Meanwhile, travellers, employees and other 
aviation industries — airports and crew train- 
ing schools, for instance — are bearing the 
brunt of the airlines’ inability to handle the high 
costs-low revenues crisis. To cope with the 
mounting losses, airlines are pruning costs and 
raising fares, which experts warn is being done 
mindlessly in most cases. Even Jet Airways, a 
full-service airline, is reportedly planning to 
charge for checked-in bags by weight, and Air- 
India is no longer serving candies. Low-cost 
carrier GoAir is handing out pink slips. 

Unless airlines rethink their business plans, 
rising fuel costs could hijack the huge gains 
made in air travel — greater affordability, im- 
proved connectivity and better seat availability 
— in the past couple of years. Already, air travel 
has once again gone out of reach of common 
people. Gone are the days of Rs 500 coups even 
on busy, long-haul trips. To lift revenues, air- 
lines have jacked up fares across the board. 
Minimum fares now stand at nearly Rs 3,000 
— for half-hour flights such as Delhi-Dehradun 
and longer hauls such as Delhi-Chennai alike — 
which is a grave price deterrent to air travel. 

Not surprisingly, traffic has thinned consid- 
erably. Against the 35-40 per cent month-on- 
month growth in domestic air travel in 2003- 
04, in June this year, 15 per cent fewer 
passengers flew than in May. Seat factors have 
shrunk to an average of 68.1 across nine carriers 
from over 70 per cent over the past few months. 
A private carrier flew less than 50 passengers 
. from Hyderabad to Delhi last week on a 180- 
seater aircraft. The pilot announced, half in jest, 
"Sit as comfortably as possible and stretch 
across as many seats as you like!" recalls a pas- 
senger on the flight, Sudipto Dey. 

Struggling to fill seats on the brand new 
planes that each carrier has been receiving at 
the rate of almost one a month, airlines have be- 


gun to lease them out, cancel delivery orders or 
even ground aircraft to cut costs. Jet Airways, 
for instance, has slashed the number of seats on 
offer on Delhi-Singapore and Delhi-Brussels 
routes. It has also cancelled some Mumbai- 
Delhi and Chennai-Bangalore flights. The new 
carriers had linked up several city pairs, which 
did not have direct flights between them. The 
axe, however, is falling first on the experimental 
routes, making connectivity the other casualty 
of the messy situation. SpiceJet has discontin- 
ued its Ahmedabad-Jaipur and Pune-Banga- 
lore operations, for instance. Fliers headed for 
Bangalore from Pune are reverting to driving or 
taking trains to Mumbai to catch flights. “When 
Delhi-Mumbai is barely recovering the variable 
costs, we can ill-afford others," says Sharma, 
who is rumoured to be moving to IndiGo. 


Flawed Business Plans 

Back in 2004-05, a host of entrepreneurs rang- 
ing from beer makers to construction contrac- 
tors bet big on an aviation boom in India thriv- 
ing on a new class of air travellers. That's when 
India's first low-cost carrier, Bangalore-based 
Air Deccan, had tasted early success of weaning 
away train travellers with rock bottom fares that 
went as low as Re 1a seat. Launching an airline, 
making a splash with big aircraft orders — 
partly driven by the good deals offered by air- 
craft manufacturers — became a status symbol 
for the rich and the famous. Nine airlines were 
launched within 12 months that placed orders 
for over 200 planes, and hired expat pilots and 
CEOs at exorbitant salaries, resulting in thou- 
sands of youngsters spending fortunes training 
to be crew at local and overseas schools. 
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EXECUTIVE SUMMARY 


@ Airlines are reeling 
under rising costs. And 
raising fares has 
increased revenues, but 
turned away passengers 


* Unless the carriers 
expand the market 
without pricing tickets 
below costs, they won't 
break even, and their 
losses could even 
spread to the rest of 
the sector 
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“An artificial growth has taken place,” says Jet 
Airways Executive Director Saroj Datta. With- 
out expanding the network enough, India's low- 
cost carriers charged low fares to fill up planes, 
which pushed up the break-even levels of seat 
occupancy. "At a low price, you will always get 
more traffic, which would disappear at eco- 
nomic prices, says Datta. Then, the infrastruc- 
ture crunch, which has meant maintenance of 
5-7 bases around the country with pilots, engi- 
neers, etc. at each, added considerably to the al- 
ready high overheads. 

Rising oil prices, which came into play from 
November 2007, fuelled a 5-17 per cent mon- 
thly rise in aviation turbine fuel (ATF) prices. 
"The oil prices were the last straw on the camel's 
back,” says Chawla. The tide turned even before 
some of those who had bagged licences for air- 
lines could launch. At least five corporate hou- 
ses are sitting with licences for regional airlines 
but no business plans. "We haven't scrapped our 
plans, but will not launch unless sure of com- 
mercial success,” says Ankur Bhatia, executive 
director of Delhi-based Bird Group, who hopes 
to set up an airline catering to business and 
tourist traffic within Punjab and Rajasthan. 


What Is The Way Out? 


Slicing the pie isn’t the only solution; the pie has 
to be enlarged. The current strategy of increas- 
ing fares and lowering costs has made little im- 


pact, because while it may have shored up rev- 
enues, the number of passengers has decreased. 
“They have to expand the consumer base,” says 
G.R. Gopinath, the brain behind India’s low- 
cost carrier culture. Even today, the bulk (250 
million) of Indian travellers use trains and only 
40 million fly. 

Three-four years ago, the Delhi-Bangalore 
fare on Air Deccan flights ranged from Rs 1 to 
Rs 10,000. The average fare was Rs 4,000 per 
ticket, which was still Rs 500 below the break- 
even cost for full planes. Even at Rs 3,500, Air 
Deccan could sell only 80 per cent of its seats. 
Five years ago when peoples purchasing power 
was much less, the fare on the same route was 
Rs 12,000. Today, the average fare is Rs 6,800. 
Since the price of putting an extra passenger on 
a flight is Rs 130 per hour and seats are perish- 
able, revenue can be raised by structuring fares 
such that seats can be filled and losses avoided. 
“Why would a software engineer or business 
trader take a train to go from Mumbai to Ban- 
galore, unless to write a book?” says Gopinath. 


Missed Chances 


The fact remains that many airlines in the 
world are booking smart profits even in the cur- 
rent scenario. Ryanair has just declared an in- 
crease of 20 per cent in net profits for the previ- 
ous quarter. Singapore Airlines and Southwest 
aren't losing money. Global airlines are working 
extra hard to save costs. Emirates has with- 
drawn publications. American Airlines is now 
charging $15 a bag, US Airways is taking away 
in-flight movies and demanding $2 per can of 
Coke, and various airline CEOs are contemplat- 
ing weighing passengers and charging them by 
the pound. The real savings, however, have 
come from strategic fuel cost management. 
Southwest is sitting pretty on oil contracts it en- 
tered into at $52 a barrel and Singapore Air- 
lines, too, is reaping the profits of having 
hedged 40 per cent of its fuel requirements. 
Even though hedging rules were notified in July 
2007, no airline in India has used the option. 





FLEET: Has rounded one plane and is 


FLIGHTS: Q iab rin «i 
oer and plans to cut 75 more. 


11 AUGUST 2008 56 BUSINESSWORLD 


MEETINGS, INCENTIVE TRIPS, CONFERENCES AND EVENTS IN EUROPE... 


... ARE FRESHER VIA HELSINKI 


The fast route to Europe* via Helsinki on Finnair saves time and energy. Your team arrives business 
and pleasure ready on the punctual, award winning and experienced airline. 


*AMSTERDAM, BARCELONA, BERLIN, BOSTON, BRUSSELS, BUDAPEST, COPENHAGEN, DÜSSELDORF, LF 

2 FRANKFURT, GENEVA, GOTHENBURG, HAMBURG, HELSINKI, KIEV, LONDON, MADRID, MANCHESTER, MILAN, JMMR 
MOSCOW, MUNICH, OSLO, PARIS, PRAGUE, RIGA, ROME, STOCKHOLM, ST. PETERSBURG, TALLINN, TORONTO, YOUR AIRLINE TO EUROPE 
VIENNA, VILNIUS, WARSAW, ZURICH. NOW 6x WEEKLY FROM MUMBAI, INCLUDING WEEKENDS. 


For instant online bookings visit www.finnair.com/in or contact your travel agent. Email: contact.in@finnair.com or call Gurgaon: +91-124-4671111; Mumbai: +91-22-40524300 to 06. 
For membership application to the Finnair Corporate Programme visit www.finnair.com/in Also operating daily flights from Delhi. 


, 
WW igeasiFinnair/OS/08 












| from Rs cum con 2005-06 to 





The mantra is to conserve casi li and. 
Na an MA. BE 


TOTAL EXPE TURN ane ino: NE | 
rel s j from Rs 487 crore to R Rs 1 ,529 


S eH EVM a aviation 


Jet Airways’ owner and Chairman Naresh 
Goyal has warned that if the trend of high ATF 
prices continued for another year, his airline 
may have to face closure. Jet is losing $1million- 
1.5 million a day, which has brought down its 
net profit, with two-thirds of the losses on the 
international routes. “It has become unsustain- 
able,” owner of Kingfisher Airlines, liquor baron 
Vijay Mallya roared after a meeting of airline 
chiefs with Prime Minister Manmohan Singh 
and Civil Aviation Minister Praful Patel. Spice- 
Jet is unable to recover even the fixed costs on a 
large number of its flights, leave alone the vari- 
ables. Every day, it flies once, sometimes twice, 
between Delhi and Mumbai, India’s busiest 
route, with less than 100 passengers on board 
180-seater aircraft. “The situation is, the more 
we fly, the more we lose,” explains Sharma. 

The losses have forced SpiceJet to hand out 
two board seats and quasi-equity instruments 
that could mature to up to 15 per cent stake to 
distressed firms investor Wilbur Ross, for a life- 
line of $80 million. At the current rate of losses, 
that is about 160 days of blood for the beleagu- 
ered airline. After which, the buy it-fix it-sell it 
fund might want to pick up a higher stake. 


Who Will Survive? 

The full-fare airlines are bagging higher yields 
per seat owing to the substantial and inelastic 
revenues from premium business class seats. 
They are, thus, more likely to fly out of these 
turbulent times with less damage. Jet and King- 
fisher, which have recourse to the deep pockets 
















Source: Aitne, Ministry da civil aviation, DGCA 


of their promoters, fall in this category. “King- 
fisher Airlines' losses are only a few paise per 
bottle of beer Mallya sells,” says an analyst at a 
foreign brokerage house in Mumbai. The 
Rs 16,000-crore (by revenues) state-owned Air- 
India is the hardest hit, but will make it. Its net 
losses for 2007-08 were Rs 2,144 crore and “this 
year they will be substantially higher", says 
Chawla. Its working capital needs have spiral- 
led from Rs 6,000 crore to Rs 13,000 crore. A 
substantial mismatch between the revenue inc- 
ome and expenses shows up every quarter, says 
Chawla. The Prime Minister has, however, agr- 
eed in principle to infuse equity and line up soft 
loans for the airline, which should happen soon. 

The meagrely capitalised smaller airlines — 
Wadias-owned GoAir, say experts — are least 
likely to survive and are prime takeover candi- 
dates. The real threat, then, for India is that its 
air travel industry could go back to being an 
only-for-rich service of the 1990s. Before the 
low-cost boom, the Indian skies boasted merely 
three airlines with the average Delhi-Mumbai 
economy class fares at Rs 9,000 a ticket, which 
is still nearly twice the current price. 

Another victim of the hard times will be 
youngsters who rushed for pilot and crew train- 
ing to New Zealand, Canada, Australia and the 
US as there is a complete freeze on further re- 
cruitment by all airlines. 

SpiceJet's cleaners have forgotten to pull off 
from the notice board at its Gurgaon headquar- 
ters an announcement in a riot of colours call- 
ing every SpiceJetter to the airline's third an- 
niversary party on 23 May at the Delhi Flying 
Club. “Party Time! The success story goes on,” 
says the notice. Less than three months later, 
the party is perilously close to being over. 


With inputs from Abhishek Chowdhury 
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Reverse 


Engineer 


by Muthukumar K. 


WHEN AN AIRCRAFT GETS HIT BY TAILWINDS FROM 
behind — an unfavourable occurrence — pilots 
tend to land on the wrong side of the runway to 
use the wind to their advantage. Madurai-based 
Paramount Airways’ Managing Director M. Th- 
iagarajan, a pilot himself, has applied this strat- 
egy to his business. He launched Paramount in 
2005 — amidst the low-cost airline boom — as 
an all-business class airline. While other airlin- 
es ordered 180-seater aircraft from Boeing and 
Airbus, Paramount bought 70-seater fuel-effi- 
cient Embraer jets. And while the rest expan- 
ded their fleets rapidly, Paramount stuck to just 
five. Today, as rising crude oil prices force Indi- 
an low-cost airlines to prune operations, Para- 
mount has added new routes to take its tally to 
nine locations, all in the south. 

Bottom line: Paramount claims it is the only 
profitable airline in India in 2008, and with a 
lower occupancy level — 53 per cent — than the 
industry average of 68 per cent. 

Says Thiagarajan, who hails from a textile bu- 
siness family, “The unique offering of all-busi- 
ness class comfort at economy rates largely con- 
tributed to our success.” He believes such 
pricing fitted the value proposition of business 
class travellers. Says V.V. Bashi, a Chennai- 
based cardiac surgeon and a frequent flier on 


Paramount's 
contrarian 
strategies 

help it beat 
the industry 
downslide 


THE RIGHT ROUTE: 
Paramount Airways' 
Managing Director 

M. Thiagarajan 
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June as per the company’s practice; 
Source: Capitaline Plus, govt website 


Source: Press Information Bureau 


Paramount, “Inflight service is good and defi- 
nitely value for money for the service offered.” 
The airline has also had some help from un- 
expected quarters. In Budget 2007, Finance 
Minister P. Chidambaram lowered sales tax on 
aviation turbine fuel (ATF) to 4 per cent (from 
28-32 per cent) for aircraft weighing below 40 
tonnes — suiting the airline’s fleet profile — to 
encourage regional connectivity. Landing and 
parking charges were also exempted. With ATF 
comprising 45-50 per cent of cost for airlines, 
this translated into huge savings for Paramount. 
The company has also been efficient in its op- 
erations. Its aircraft turnaround time (time tak- 
en for a flight to land and take off) is 20 minu- 
tes, compared to the industry average of 30 
minutes. “The e-jets also mean less fuel con- 
sumption, not to mention less travel time,” says 
C.R. Kannan, spokesperson for Paramount. 
But it is now that the tailwind could get a lit- 
tle hot to handle. Firmly placed in the south 
with a 26 per cent market share, Paramount 
plans to expand to the west by September and 
later to the north. It is also in talks with Airbus 
and Boeing for buying longer haul aircraft for 
international travel starting 2011. “It’s easier to 
fill a 70-seater aircraft than a 200-seater,” says 
Harsh Vardhan, an aviation expert and manag- 
ing director of Starair Consulting. “A regional 
model might not necessarily be a good national 
model and there could be scalability problems.” 
But Thiagarajan is unruffled. “Embraer aircr- 
aft can travel up to four hours, and we will effe- 
ctively use it for domestic routes,” he says. Even 
the recent folding up of business class-only air- 
lines such as UK-Based Silverjet and US-based 
MAXjet has not put him off. “Look at some of ` 
the international flights from India (hinting at 
flights such as Pune-Frankfurt or Mumbai- 
Tokyo) that are going packed,” he says, confide- 
nt that Paramount will live up to its name. 





muthukumar.kailasam@abp.in 
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Elecon - putting the nation in forward gear 


Every momentum depends upon the thrust provided. A gear not only propels the momentum but smoothens 
the movement too. Elecon's cutting edge technology and the attitude of moving ahead of time has 
empowered them to gear up the entire industrial evolution. 


Elecon, Asia's largest industrial gear manufacturing company has been driving Indian Industry since 1951 with cutting 
edge technology and innovation, continuously challenging itself by upgrading its products to meet the diverse 
needs of customers both national and international. Today, Elecon is the supplier of choice to core sectors 
like Steel, Cement, Sugar, Chemical, Fertilizer, Plastic and Rubber. 


Elevator Gear Box 
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Custodians 
capture 
non-core 
MF and FII 
processing 
functions 





A FEW WEEKS AGO, WHEN ICICI PRUDENTIAL MUT- 
ual Fund and Canera Robeco Mutual Fund 
outsourced their entire fund administration ac- 
tivity to the Hongkong and Shanghai Banking 
Corporation (HSBC), it signalled the second 
wave of transformation in the custodial servi- 
ces business in India. The vast array and comp- 
lexity of products offered by institutional inve- 
stors such as mutual funds to retail investors is 
making banks — domestic and foreign — and 
other custodial services firms change the way 
they have been doing business. There are a lit- 
tle over 10 custodians in India — the largest 
being Citibank, HSBC, Deutsche Bank, HDFC 
Bank, Standard Chartered Bank, ABN AMRO 
Bank and Stock Holding Corporation of India. 

The first wave was 12 years ago, with the adv- 
ent of the depository system. That transformed 


ILLUSTRATION: ANTHONY LAWRENCE 


a moribund process into an efficient electronic 
one by dematerialising shares. Custodians' exp- 
ertise then depended on large manpower and 
manual processing skills; little on technology. 
"Product structures were simple and the pri- 
me need was custody,’ recalls Vikramaaditya, 
senior vice-president and head of securities se- 
rvices at HSBC India. “Evolution of securities 
services is linked to that of the market itself” 


A Brave New World 

The very word 'custodian' has become somethi- 
ng of a misnomer. The custody vaults occupy- 
ing large spaces in custodians’ offices have long 
since been replaced by large servers occupying 
small spaces in theirs, National Securities and 
Depositories’ and Central Depository Services’ 
offices. The electronic storage of share owner- 
ship records — demat shares — not only digi- 
tised the ownership of shares but also made the 
settlement of trades almost instantaneous. It 
made T+2 rolling settlement possible and 
enabled the introduction of equity derivatives. 

“Today, funds and securities flow electroni- 
cally and seamlessly,’ says Debopama Sen, ma- 
naging director of securities and fund services 
at Citibank India. “Sebi-induced introduction 
of the straight-through process (STP) deserves 
special mention.” Under the STP, brokers exe- 
cute mutual funds (MF) orders like any other 
transaction but the trade data flows to the cus- 
todians directly through an interface involving 
the stock exchange, broker and the custodian. 
The custodians then settle the trades as usual. 

“The STP has not only eliminated paper and 
its associated risks, it has enabled custodians to 
swiftly process high volumes of transactions.” 
says Mrugank Paranjape, head of domestic cus- 
tody services for India at Deutsche Bank. 

And now, fund management administration 
has gotten more complex and diverse. “Our 
customers’ expectations are changing every day 
with the high net-worth individuals among 
them increasingly exposed to markets in other 
geographies,” says Jaideep Bhattacharya, chief 
marketing officer at UTI Asset Management. 


New Opportunities, New Challenges 

With settlements running smoothly and cus- 
tody in demat mode, MFs and FIIs have been 
increasingly looking to outsource other admin- 
istrative functions that hinder their concentra- 
tion on what they do best: core stock picking 
activity and the marketing of new schemes to 
retail clients. “Even services such as customised 
management information systems (MIS) repo- 
rting and proxy voting services, which were 
earlier perceived as value-added, have now 
become core services,” says Paranjape. 
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The Handloom Mark is issued by the Textiles Committee, Government of India, to select individual weavers, 
master weavers, handloom retailers, primary & apex handloom societies, handloom corporations, 
merchant and manufacturer exporters. It guarantees the originality, certifies the authenticity and signifies 
that the product is genuinely hand woven and of handloom origin. So you can buy Indian handlooms with 


complete assurance and use them with total confidence! 


e x 


Textiles Committee Office of the Development 
(Implementing Agency) . Commissioner (Handlooms) 
Ministry of Textiles, Government of India, | Ministry of Textiles, Government of India, 
www.textilescommittee.gov.in | www.handlooms.nic.in 

















CENTUM 


© Tn Depth finance 


Gost Of Gustody 


Core services’ fee by custodians eats a little into funds’ corpuses 


Mutual fund schemes 


Reliance Liquid Plus Fund 

Reliance Natural Resources Fund 
ICICI Prudential Liquid Fund 

ICICI Prudential Infrastructure Fund 
HDFC Cash Mgmt Fund - Savings Plus 
HDFC Equity Fund 

UTI Liquid Fund - Cash Plan 

UTI Mastershare - Dividend 1,735 
Birla Sun Life Liquid Plus 
Birla Sun Life Equity Fund 994 


Corpus (Rs cr) 


20,096 
4,890 
15,941 

3,617 
9,793 
3,397 
10,785 


HSBC 
HSBC 


Citibank 


12,070 


Custodians 


Deutsche Bank 
Deutsche Bank 


HDFC Bank 


% of Corpus — Service fee (Rs cr) 


Stock Holding Corp of India 
Stock Holding Corp of India 
JPMorgan Chase Bank 
JPMorgan Chase Bank 


Fund corpus as of 18 July '08; percentage of fee as per respective funds’ offer documents; service fees are rough estimates, calculated on 18 July corpus figure; ND: not disclosed 
Note: Schemes chosen are the largest equity and debt schemes of the largest five domestic fund houses 


Source: BW research 


Most non-core functions for MFs are regula- 
tory requirements. The calculation of net asset 
value (NAV) is one such activity. "Valuations 
get complex when a fund is invested in differ- 
ent kinds of debt instruments, unlisted equities 
and securities listed abroad that are in different 
currencies, says HSBC's Vikramaaditya. 

Taking these activities out of a fund's purv- 
iew and putting them in the custodian’s hands 
has a good side effect. "The independence and 
integrity of valuations, when done by a custodi- 
an, is in the interest of unit holders,” says Para- 
njape. It makes economic sense, too. The costs 
for every mutual fund individually investing in 
back-end processing capability and staying 
abreast of innovation can be considerable. 
Fund managers would rather spend some mo- 
ney on launches of new products or features. 
"Changes driven by the regulators and the mar- 
ket are incorporated by us in a single instance 
across multiple clients instead of each client 
doing it individually; says Vikramaaditya. 

And the range of services is getting broader. 
Deutsche Bank now offers unit capital and in- 
come and expenses accounting, expenses adm- 
inistration and tax payment, audit support, 
cash flow projection and performance analysis. 

Additionally, new instruments and asset cla- 
sses will add their bit. The past year has seen 
gold exchange traded funds (ETFs) make an 
appearance, and real estate mutual fund sche- 
mes are expected to hit the market soon. Valu- 
ing and accounting for gold and real estate 
assets will be a new ball game that most fund 
houses would prefer to outsource to specialists. 





The Revenue Mix Is Changing 

Revenues of custodians are now increasingly 
coming from non-custody operations. Some 
custodians are seeing as much as 30-40 per 
cent of their total revenues from these. *Going 
forward, outsourcing of specialised activities in 
the financial services space is only going to 
increase, says UTI MF’s Bhattacharya. 

Citi India's custody division, which claims to 
have around 35 per cent market share of FII 
trades in India, sees its custodial services acco- 
unt for the lion’s share of the revenue. “This, th- 
ough, is expected to change with the increasing 
sophistication of the markets,” says Citi's Sen. 

Deutsche Bank caters to around 27 per cent 
of the assets under custody of FIIs and domes- 
tic MFs. It claims to hold 43 per cent market 
share of the fund accounting services outsour- 
ced by domestic MFs. "Traditional products 
and value-added services are offered, bundled, 
and it would be difficult to generalise and 
bifurcate the revenue for each service across 
client categories, says Deutsches Paranjape. 

The only concern that MFs and FIIs have 
with regard to custodians taking on a more act- 
ive role is the loss of control over operations 
other than fund management and marketing. 

Custodians allay these concerns. "Despite 
outsourcing to us, the institutional investor co- 
ntinues to maintain control of processes throu- 
gh service level agreements, says Paranjape. 
Fund houses need to weigh the pros and cons 
of complete dependence on custodians. 








rajesh.gajra (a) abp.in 
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Cisco looks 
to tele- 
presence to 
redefine 
video 
conference 


Telepresence not only 
provides for visual 
communication but 
In.real life sizes, too 


by P. Hari in San Francisco 


CALIFORNIA-BASED CISCO SYSTEMS, THE $35-BIL- 
lion networking technology company, rarely 
wastes an opportunity to showcase its te- 
lepresence technology. This was one reason why 
Marthin De Beer, vice-president of emerging 
technologies group in the company, decided to 
conduct the interview with this correspondent 
through telepresence, although his office was in 
the next building. Cisco is its own largest custo- 
mer of telepresence, having installed over 220 
units in its offices worldwide. The company is 
also sending a not-so-subtle message about the 
future of communications. 

Telepresence is the fastest ramping emerging 
business in the history of Cisco, but it is part ofa 
larger strategy based on the business of collabo- 
ration in the enterprise and, sometime in the 


Wtechnoloey 


near future, in the home. The strategy began a 
decade ago when Cisco was no more than a co- 
mpany that sold routers. Over the past 10 years, 
it went on to develop voice-over-IP (internet 
protocol), IP telephony and then Unified Com- 
munications (UC). In 2006, it went from UC to 
telepresence, and now is intent on becoming a 
one-stop shop for both hardware and software 
for the enterprise, and not just in networking. 
Video is at the front end of this strategy, which 
stems from a belief that people would always 
need to meet each other to conduct serious bus- 
iness. "Business is based on trust,” says De Beer. 
“You have to see people to trust them.” 

Cisco believes, as do some of its competitors, 
that video will predominate in the future world. 
It will be the basis of entertainment and colla- 
boration. It will be the dominant theme in all 
social and business networking, and is already 
one ofthe main drivers of the expansion of the 
internet. In the future, probably not near enou- 
gh for us to imagine now, almost all corporate 
and home applications will have a video compo- 
nent to it. Telepresence now provides a glimpse 
of what could become routine one day. Says De 
Beer, "Social networking is only one step away 
from getting video-enabled.” 

Two years ago, when Cisco had been looking 
at several options for telepresence, it also mull- 
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So, What’s New? 





m Telepresence is like high-definition video - 
conferencing, but also fundamentally 
different in some respects —— 


Bi Video conferencing is usually not 
collaborative, while telepresence always is 

® Video conferencing is difficult to set up 
and operate, while telepresence can start at 
the touch ofa button 


. m High-end telepresence systems provide | 
full life-like pictures, while video - | 
conferencing provides smaller screens 


ed the acquisition of a company that made 
video conferencing (VC) units but finally de- 
cided to build the system from scratch. Its offi- 
cials found that VC technology had not evolved 
enough to provide a true meeting experience. 
VC then was clumsy and not tied to office work- 
flow. Cisco needed a technology that was easy to 
use as well as something that provided a real 
meeting experience. What came out from the 
company finally was a system that provided 
clear, full-sized videos of people with spatial au- 
dio and office workflow. You could set up a 
telepresence appointment using Microsoft 
Outlook, and then go into a special room and 
start the conference by touching a button. You 
could show slides from your PC as you talked, 
and the system could pick up even a whisper 
without interference from electronic devices 
such as mobile phones. *We refer to video as vis- 
ual communication,” says Cisco’s Chief Technol- 
ogy Officer Padmashree Warrior. “People so far 
have used it as entertainment, but in future it 
will be a communication platform." 

The market for telepresence stood at $165.3 
million in the year 2007, according to market 
research company, Frost & Sullivan. Cisco is in- 
deed the leader, but by not much. Cisco had 31.4 
per cent market share globally in terms of reve- 
nues, while Palo Alto-based IT major Hewlett- 
Packard (HP) had 30.9 per cent. The market 
had grown 198.2 per cent over the previous ye- 
ar, and both HP and Cisco made significant pro- 
gress. However, there are other companies in 
the space, too: Polycom, the leader in the $6.8- 
billion conference market, Tandberg and Tela- 
netix. The VC market is somewhat related to 
telepresence; both Cisco and HP are trying to 
wean away customers from VC to telepresence; 
fundamentally different technologies. 

The cost of telepresence is prohibitive for ma- 
ny companies, who hence prefer traditional VC. 
At the high end of telepresence, both Cisco and 
HP systems look alike, give or take a few featu- 


ECU TY technology 


res. HP’s high end system — Halo Collaboration 
Studio — costs $349,000, while Cisco's high- 
end system, $220,000. However, as HP Halo’s ` 
Marketing Manager Darren Podrabsky insists, 
they are not comparable systems and are desig- 
ned for difference purposes. Both have systems 
that accommodate up to 18-20 people, but they 
have pared down versions as well. Cisco’s chea- 
pest version for the small office costs less than 
$30,000 and uses a 37-inch screen. They plan 
to launch a consumer version in the near future. 
Cisco, HP and others are trying to tie up tele- 
presence with VC and other collaborative tools. 
Here, Cisco claims to steal a march over others. 
Over the years, it has acquired several compa- 
nies that have useful products when integrated 
with telepresence. The most important and 
most obvious of these is Webex, the online col- 
laboration software firm. Its products are now 
being made to work with UC and telepresence. 
Even a product that seems remote from tele- 
presence, like its latest acquisition Securant, a 
security software company, is a useful addition: 
it can provide control over access of data during 
a meeting. Cisco is trying to be a one-stop shop, 
with a much broader set of synergistic products, 
but there is no guarantee that this strategy will 
succeed immediately. Says Roopam Jain, prin- 
cipal analyst of conferencing and collaboration 
at Frost & Sullivan, “While convergence is com- 
ing, several customers still see their require- 
ments being satisfied with point solutions, pla- 
cing less emphasis on unification and more on 
reliable technologies and supporting services.” 
Apart from the cost, telepresence systems 
have been criticised for being proprietary. An 
HP Halo, for example, does not talk to a Cisco 
system. Both companies have, however, expan- 
ded their systems to enable meetings between 
two companies. Cisco does this through a tie-up 
with AT&T and British Telecom. In the US, for 
example, AT&T connects the network of two 
companies. “It’s as easy as making a phone call,” 
says Alan Benway, executive director for prod- 
uct marketing management at telecom major 
AT&T. However, this service is not yet available 
in India and many other countries. Cisco has 
enabled some interoperability with VC, and so 
has HP. The future of Cisco’s video plans could 
depend both on the cost and interoperability. 
Bandwidth is another issue that all the players 
will have to deal with. Video traffic is increasing 
rapidly on the internet, and is expected to choke 
the public network unless new capacity is cre- 
ated. As a network equipment vendor, Cisco can 
be a key player in creating bandwidth as well. 





For an interview of Padmashree Warrior, 
log on to www.businessworld.in 
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Tech Talk 





INTERNET 


Plug-n-Play Internet 


Supplying 
connectivity 
on power 
lines could 
put rural 
India on Net 





Broadband can be 
distributed over 
transmission lines over 
long distances 


IMAGINE A WORLD WHERE YOU DON’T HAVE TO DIG 


up the earth to lay down co-axial cable lines, or 
where accessing the internet means plugging a 
small black box into a power outlet in your hou- 
se. That world may be around the corner, tha- 
nks to Delhi-based Maple Leaf, which has beg- 
un testing and implementing broadband over 
powerlines (BPL), a technology that threatens 
to turn the communications world upside down 
by bolstering broadband competition, lowering 
consumer prices and wiring rural India. 

Here's how it works. Equipment providers 
will fix a broadband connection at the end of the 
power meter right before the line enters your 
house. Once that is done, the broadband net- 
work runs across all available power sockets at 
home over the power line. A small, black box the 
size of a Blackberry phone will provide an inter- 
net connection when plugged into any electrical 
socket at home. “Compared to other technolo- 
gies available in India, BPL can be deployed for 
significantly less money, quicker and with lower 
maintenance costs,” argues Retiash Parimoo, 
managing director of Maple Leaf (India). 


Model Link: Connecting To Net Over Powerlines 













Once equipment 
providers fix the 
connection at the house 
power meter, all electric 
sockets act as 
IP access points 









A BPL network can be laid over a long distan- 
ce using the 220 volts, 440 volts, 11 kV, 33kV, or 
66kV transmission lines over vast distances. It 
is also capable of handling internet protocol tel- 
evision (IPTV) or even high definition televi- 
sion (HDTV), and is also faster than a wireless 
internet service. 

The technology does have its detractors who 
claim that it is obsolete, impractical considering 
power outages in developing countries, and a 
major disrupter of radio frequencies that are 
used by government organs such as the military. 

BPL, also called power-line communications, 
was invented in the 1950s in the US but was not 
considered a serious communication medium 
due to its limited speed, functionality and high 
cost then. However, since 1997, experimenta- 
tion with higher data bandwidth transfer rates 
across electrical grids led to huge advances. 

In India, the Indian Institute of Information 
Technology (IIIT), Allahabad, has successfully 
tested BPL. Jamia Milia Islamia, New Delhi pl- 
ans to use BPL during the Commonwealth Ga- 
mes 2010 to capture the hairline differences in 
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track and field events that would decide the wi- 
' nner. IBM Research Lab in New Delhi already 
hasa model that offer some glimpses. Accord- 
ing to sources in Parliament, the Rajya Sabha is 
likely to get this technology by next session. 

Maple Leaf has secured the rights to use BPL 
technology from US firm Corinex and plans to 
provide wireless access to homes, offices, and 
multi-dwelling units over medium and low-vol- 
tage power lines. However, its most significant 
undertaking — one that promises to revolu- 
tionise communications in the country much 
like the ubiquitous STD booths did more than a 
decade ago — is to wire rural India. 

The technology could be a life-saver for scho- 
ols, hospitals as well as internet kiosks which 
could relay invaluable information about crop 
prices and weather patterns. Consequently, Ma- 
ple Leaf has started a BPL pilot project in vil- 
lages within 3-10 km of Amethi and Allahabad, 
all of which have power, but no telephone or in- 
ternet connectivity. No company will lay down 
co-axial cable here because the business would 
be unsustainable, but the BPL solution would 
cost much less. "The cost ofthe wireless and this 
technology is almost the same; hence, both can 
be adopted according to the terrain; says B.B. 
Bhatia, vice-president of Telecom Equipment 
Manufacturers Association (TEMA). 

"It (BPL) is a proven technology and can be a 
boon for the rural parts of the country," says 
Ravinder, chief of engineering at Central Elec- 
tricity Regulatory Commission (CERC). *How- 
ever, the economics of its commercial applica- 
tions need to be established.” 

Not everyone is so upbeat about BPL. Critics 
stress that talk of the technology has been arou- 
nd for years, with nothing to show for it. "BPL 
does not hold promise at a time when Wi-Fi and 
WiMax are on the prowl," says Joel Perlman, 
president and co-founder of Copal Partners, a 
London-based financial analytics and research 
company. "It has potential but has to survive 
strong competition from other technologies," 
agrees Vijay Madan, executive director at Cen- 
tre for Development of Telematics. "Further, a 
number of technical issues need to be resolved." 

Another charge levied against BPL is that po- 
wer lines are gréat radiators of the frequencies 
that BPL occupies. Copper wires, co-axial cable, 
and fibre are all non-radiating, self-shielded 
mediums, but powerlines act like natural ante- 
nnae and can ‘lose’ the BPL signal in the air. 
Consequently, it remains to be seen ifthe gover- 
nment will allow BPL to thrive if it inconven- 
iences the military, air-force or the aviation ind- 
ustry, all of which heavily use radio frequencies. 

BPL also is a little dicey in developing coun- 


tries such as India where the power situation is 
in shambles, say critics. When even metros such 
as Delhi and Mumbai suffer power outages for 
several hours a day, it is unlikely that too many 
people will opt for an internet connection that 
is solely reliant on fickle power transmission. 

However, proponents of BPL argue that its 
benefits far outweigh its drawbacks. In many 
parts of the world, there is as much as a 30 per 
cent non-technical loss of power distribution in 
various areas of the power grid. The BPL proje- 
ct, however, is part of the “Intelligent Grid Net- 
work' which utilises advanced technology to re- 
motely monitor power meters. Using a BPL 
backbone, a utility company is able to deploy a 
loss detection application that identifies when 
and where power is being lost. 

Offices in corporate India could very quickly 
embrace a BPL solution despite its drawbacks 
because of its inherent advantages over Ether- 
nets. Setting up Ethernet LANs involves the 
breaking of walls or the chiselling of multiple 
holes in order to snake network cables around 
the office. Installing external conduits on top of 
existing construction is often required. This pr- 
ocess causes much disruption to an office envi- 
ronment. It mars the aesthetics of the interiors 
and generates unnecessary additional expenses. 

Plug-and-play BPL networks have no such 
problems. *BPL uses existing electrical power 
cables or co-axial cables to create an IP netwo- 
rk,” says Maple Leaf's Parimoo. “Hence, every 
power outlet in the network automatically be- 
comes an access point for any IP device. This is 
not possible in an Ethernet LAN environment.” 

Still, BPL has a long way to go to establish its 
reliability. But for countries such as India, who- 
se rural populace has no access to affordable 
communication capabilities, BPL technology 
might just be the solution. 








M. Rajendran 
m.rajendran (a) abp.in 
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IN THE BOX: Non- 
intrusive equipments, 
such as those above, 
convert electric sockets 
to broadband access 
points 





SCIENCE BUZZ The fortnightly update on innovations and tech policies 





The oceans yearly ab- 
sorb 2 billion tonnes 
of carbon dioxide. In- 
creasing absorption 
by a few per cent cou- 
Id dramatically incre- 
ase CO? uptake. Add- 
ing lime to seawater 
boosts its ability to 
absorb CO? from air, 
but the idea has been 
unworkable due to 
the expenses and ene- 
rgy required to obtain 


lime from limestone. 
Cquestrate, an open 
source project with 
participants such as 
Shell and Columbia 
University, is zeroing 
in on regions with 
cheap ‘stranded’ ener- 
gy — like solar energy 
in deserts — and are 
rich in limestone. Au- 
stralia’s Nullarbor 
Plain — 10,000 km 
limestone stretch — 
that soaks up alot of 
solar irradiation help- 
ing convert limestone 
to lime, which can 
then be mined and 
taken to the oceans. 


National Institute of 
Standards and Techn- 
ology has found that 


HOW THINGS 





Going Up, Up 


And Away 





While some doubt its 
feasability, space elevators will change the 
way we live on earth and access space 
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dispersing copper oxi- 
de particles in comm- 
on polyester lubricant 
and combining it with 
regular refrigerant, 
improves energy effic- 
iency of chillers — 
large industrial or co- 
mmercial cooling sys- 
tems — by 50-275 per 
cent. Nanoparticles 
also encourage more 


vigorous boiling of 
the coolant mixture 
by forming, in effect, 





double bubbles. Bub- 
bles carry heat away 
from the surface. and 


by being formed more 


efficiently, the heat tr- 
ansfers more readily. 


Research involving 
large Middle-Eastern 
families (where it is 
common for cousins 
to marry, increasing 
the likelihood that 
offspring will inherit 
rare mutations), gen- 
etic analysis and neu- 
roscience has implica- 
ted half a dozen new 
genes in autism. It 
also supports the em- 
erging idea that aut- 
ism stems from disru- 
ptions in the brains 
ability to form new 





connections in respo- 


nse to experience. Ad- 
ditionally, the resear- 
chers from Harvard 
Medical School and 
Boston-based Autism 
Consortium have fou- 
nd not all genes were 
deleted but were pre- 
vented from being 
turned on, implying 
that therapies could 
be developed to react- 
ivate those genes. 


question of money, probably as low 
as $7 billion. Others felt that it 


would never be built. 


OF ALL THE CONCEPTS HUMANS COULD 
dream of, none is more bizarre than 
the space elevator. Probably first 
thought up by writer Arthur C. Clar- 
ke in 1981, the elevator takes car- 
go and passengers from the earth to 
a space station orbiting 36,000 km 
above the earth. Clarke had said 
that it would be built around 50 
years after everyone stops laughing. 
We are now 26 years after the 
publication of Clarke’s paper in the 
journal Earth Orient Applied Space 
Technologies — where he had des- 
cribed the technology and the prob- 
lems — and most people have still 
not stopped laughing. There are a 
few, however, who have begun ser- 
ious work towards building a space 
elevator. Some of them gathered on 
Microsoft's Seattle campus two 
weeks ago. A few felt that it was 
possible to build one, that it was a 


BUSINESSWORLD 


What is a space elevator? Its 
most important constituent would 
be a thin but strong wire — most 
likely made of carbon nanotubes — 
that extends up to geostationary 
orbit and beyond. The elevator wou- 
Id go along this wire, propelled 
either by laser beams from below or 
pulled from above using solar ene- 
rgy. The laser beaming technology 
is now being developed: Nasa is 
organising a power beaming comp- 
etition in September. 

There are several problems in 
using such an elevator, violent wea- 
ther, space debris or meteorites, 
breaking of the wire etc. Clarke had 
addressed these possibilities. We 
may have to wait a generation or 
two to know the real answers. How- 
ever, it might be earlier as there is 
a serious Japanese plan to build it 
by 2030. 
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SCIENTIFIC FRAUD 


Dit ‘fused’ 


Taleyarkhan’s 
process of 
tapping into 
fusion energy 
remains 
disputed 


COMMITTING SCIENTI- 
fic fraud is a self-def- 
eating exercise, but 
that hasn't prevented 
many scientists from 
engaging in this acti- 
vity. Who can forget 
Korean scientist Woo 
Suk Hwang and his 
stem cells misadven- 
ture? However, fraud 
is not always easy to 
pick and much hard- 
er to distinguish from 
genuine oversight. 
There are occasions, 
although rare, when 
what seems as fraud 
to the public and ma- 
ny scientists become 
breakthroughs that 
were not recognised 
immediately. Where 
does one put Rusi 
Taleyarkhan and his 
bubble fusion claims? 
In the year 2002, 
Taleyarkhan, now a 
professor of nuclear 
engineering at Purd- 





ue University in the 
US, stunned the phy- 
sics community by 
announcing that he 
had achieved nuclear 
fusion inside bubbles 
generated in a liquid 
in a beaker. Nuclear 
fusion can provide an 
almost unlimited en- 
ergy source, but it us- 
ually occurs at temp- 
eratures of a million 
degrees or more. If 
proved right, Taleya- 
rkhan’s experiment 
can provide cheap 
energy sources for 
several industries, 
and reduce the probl- 
em of climate change 
considerably. 
However, many 
physicists had doub- 
ted that Taleyarkhan 
had actually achieved 
what he claimed. But 
he continued to 
buttress his claims 
relentlessly, and pub- 


lished more research 
papers on the topic. 
Now a Purdue com- 
mittee finds that he 
was guilty of miscon- 
duct, thus throwing 
doubt on his claims 
and the entire 
phenomenon. 

This was the seco- 
nd time his university 
had investigated the 
allegations against 
Taleyarkhan. It clear- 
ed him the first time 
in May last year. 
However, a Congress- 
ional panel had asked 
Purdue to reconsider, 
and the university 
formed another com- 
mittee, with one out- 
side member. This 
committee has now 
found that Taleyar- 
khan was guilty on at 
least two counts. The 
first was for saying 
that his work was 
independently verif- 
ied, and second was 
for putting the name 
of a researcher who 
did not do the cited 
work in a research 
paper. Interestingly, 
the committee did 
not look into the vali- 
dity of Taleyarkhan's 
scientific claims. He 
is now appealing 
against the findings 
of the committee. 

Fusion happens 
when two deuterium 
nuclei fuse to form 
tritium and neutrons, 
releasing enormous 
energy in the process. 
A deuterium nucleus 
is a proton with a 
neutron attached. 
Tritium, a variant of 
hydrogen, has a nucl- 
eus with a proton and 
two neutrons. Two 
deuterium nuclei, as 
they are both positi- 
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vely charged, norm- 
ally repel each other. 
So, it requires treme- 
ndous energy to bring 
them close enough to 
fuse, which is why 
you need temperatu- 
res close to a million 
degrees. Taleyarkhan 
claims to have achie- 
ved those tempera- 
tures inside bubbles 
in a beaker of 
acetone. 

He had created 
these bubbles by 
bombarding acetone 
under high pressure 
with fast neutrons. 
Because the liquid 
was under high pres- 
sure, the bubbles 
expanded and 
contracted rapidly. 
When they contrac- 
ted, the temperatures 
inside them appare- 
ntly rose to a million 
degrees, making 
trapped deuterium 
atoms fuse. Many 
physicists think that 
these bubbles do not 
become hot enough, 
while Taleyarkhan 
maintains that they 
do. This is the crux of 
the matter from a 
scientific point of 
view, not a matter 
committees can fix. 

The panel had 
given Taleyarkhan 30 
days to appeal. Now 
Taleyarkhan's lawyers 
say that he will appe- 
al against the commi- 
ttee's findings. Purd- 
ue remains silent 
during the entire 30- 
day period. However, 
the last word may not 
have been written on 
this topic, even in 
scientific terms. 








P. Hari in San 
Francisco 
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Compensations linked to performance are here to stay 


fter a disappointing World 

Cup 2007 showing, when an 

irate BCCI president, Sharad 

Pawar announced that 

henceforth the pay cheques of Indian 

cricketers would be linked to their 

performance, he was just following a 

global trend that corporate India has 
already adopted with gusto. 

A few years ago, pay for performance 


was a ‘nice thing to do’ when management : 


drew up its annual strategy, says AVK 
Mohan, global president, human resource, 
Spice Corp. But now, Mohan says, “its 
moved from being a nice thing to do to 
the right thing to do.” 

HR consulting firm, Hewitt Associates 
latest Asia Pacific Salary Increase Survey 
echoes this, when it points that pay for 
performance is a concept that has come to 
stay in India. In Hewitt’s study 91.8 per 
cent of responding organisations used this 


practice to attract and retain talent. 
Contrast this to 2006, when only 78 per 
cent used this plan. According to the 
report, an "Outstanding performer gets 
two times the increase than that of an 
‘Average’ performer, reflecting the growing 
performance consciousness in the Asia 
Pacific region". 

Talk to HR heads and they insist that 
pay for performance plans are no longer a 
management-led initiative alone. Instead 
new hires - especially at the CEO level - 
who know their value are demanding it 
and getting it. "Nobody wants a nine-to- 
five job now, if people are creating wealth 
for a company, they want a share in it 
too, and demand it," says Mohan, who 
sees it as a very positive trend. As he 
says, the culture of high performance has 
come into organisational excellence. 

From a company standpoint, variable 
pay plans help enhance productivity, 


and improve competitive positioning. 
Inevitably, highest ratios of variable pays 
are to be found in high performing 
sectors like telecom, IT, banking and 
asset management. 

The way companies approach it is to 
link senior pay packets with company 
performance as well as individual 
performance. However, at the junior 
level, it is linked to individual goals. 
Also, variable components are higher at 
the senior level so the CEO stands to gain 
more. An IT professional says that at 
the CEO level, the variable component 
would be as high as 75 per cent. Others 
say they know of CEOs who get wholly 
performance linked packets. Mohan is 
more conservative - he feels that at junior 
levels the fixed to variable components 
ratio would be 80:20 while at senior 
levels it would be in the range of 60:40. 

The other reason why HR professionals 
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are upbeat about pay for performance in 
the Indian scenario is that comparatively 
speaking, our stock markets are booming, 
and pay incentives are increasingly equity- 
linked. The way the executive salaries are 
packaged is that if the CEO or top 
management has played a role in raising the 
market capitalisation of a company, then 
they get to take a share of it. 

The irony, however, is that globally - 
especially in the US, it is a trend that is 
now coming in for serious questioning 
and flak with companies and leading 
management journals now debating the 
merits of pay for performance. HR heads 
admit that variable pay plans work well 
when the economic climate is strong, but 
when recession strikes and company 
performances dip, would CEOs and top 
management be willing to accept the flip 
side of variable pay - salary cuts? 

An IT professional with a leading Indian 
firm says that although it is a difficult 
decision, there are cases in India when 
employees have agreed to take a pay cut 
during a bad period. It all hinges on effective 
communication from the management. 

Although the mood among HR 
professionals and even employees is 
upbeat regarding pay for performance, 
there could be tiny storm clouds ahead. 
Warning signs are sounded even in the 
Hewitt study itself, which cites that the 
topmost reason for employees leaving is 
inequity of pay. 


Indeed, as many global companies 


THE FUTURE 


including the likes of Hewlitt Packard, 
have found out that implementing variable 
pay structures can be a complicated 
process. And there are many pitfalls - 
companies need to avoid going to extremes, 
make sure there are adequate rewards for 
long-term performance and try and 
minimise the effects of inequities through 
an effective communication strategy. For 
their part, high performing individuals 
need to make sure they donot overreach 
themselves and lose track of the correct 
value they could bring to the organisation. 


SOME STRATEGIES: 

= Companies need to set realistic 
targets - employees are gungho about 
performance-linked pays only when 
the targets are achievable but if the 
bars are raised too high, then there will 
be complaints, for sure. An effective 
way tried out by some IT companies 
in India is to set threshold limits - e.g, 
if the goal is to take the company from 
x turnover to z turnover, then set y 
as the threshold limit. For each bar 
above the threshold limit, there are 
different standards of compensation. 

= For CEOs and senior management, 
Mohan suggests introducing balanced 
scorecard processes to assess the level 
of institutional building that these 
professionals manage to achieve beyond 
their functional domain. This will 
ensure that the company stays on track 
with long-term targets and rewards are 





not just for short term growth. 
Deferred Bonus schemes, are other 
ways to reward long-term performance 
or make sure that the company does 
not end up paying it out for mistaken 
gains. (For example, a sales team from a 
PC marketing company might have 
bagged huge volume orders from a 
government department but if 
payments for the order are coming in 
24 months later and after repeated 
chasing, and due to the huge volumes 
the team has given a hefty discounted 
price, then the team clearly does not 
deserve its performance bonus.) 

= The success of variable pay plans hinges 
wholly on effective communication. 
Hewitts study also highlights that the 
prime challenge faced by organisations 
in Asia in implementing variable pay 
plans is poor communication of their 
objectives and measures to employees. 

m Create room for the not-so-high 
performers in the organisation as well. 
A variable pay structure across board 
may not work sometimes. According 
to Mohan, typically, only 30 per cent: 
of the working population are high 
performers. But there is need for 
the ‘steady doers’, especially at the 
operational middle level, and suitable 
recognition of these rocks need to be 
built in the company structure as well. 


For comments and feedback on this article 
reach us at: purplepatch@bworldmail.com 
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If the person is hired for technical function then 
he/she has to be either MD — Pathology or MD 
— Biochemistry. At junior level, the person has 
to hold a diploma in Medical Lab Technology. 

If the person is hired for business function, 
then he/she should have experience in 


operations like logistics, sample collection 
centre management (channel management), 
business development (doctor detailing, 
institutional business etc.) and customer 
relationship management. 

5 attributes that are an advantage: 

@ Service-oriented mindset: Being in 
healthcare business, timeliness of report delivery is 
extremely critical. 


€ Empathy: In healthcare services, patients 
come to us in a state of anxiety and suffering. It is 
important that our employees have a caring 
mindset. 

€ Team player: A patient sample passes 
through at least 7-8 departments before a medical 
diagnostics report is delivered. A perfect 
coordination is required between these 
departments. 

€ Quality-oriented mindset: In this business, 
one strives for zero error. Hence, it is important 
that quality-orientation is part of employee DNA. 
€ Product knowledge: it is à knowledge-based 
sector. It is important to know the product, 
otherwise it becomes difficult to operate. 











Psychometric assessments have emerged 
as a valuable HR tool not just in selection 
but team building and training as well 


Raghav Pandit 

inding the right person for the 
= job is proving to be a big 

nightmare for companies. Given the 
talent crunch, there are all too many 
cases of wrong hires, which results in 
productivity losses, additional costs and 
delayed timelines. 

Today, talent-acquisition teams face 
unaccountable challenges. Traditional 
workforce planning techniques are getting 
replaced by new talent strategies and skill- 
gap analysis with the use of technology 
solutions. The objective is to attract the best 
talent and retain them for longer periods. 
Given the high rates of attrition, standard 
hiring practices like placing an adver- 
tisement, screening candidates, running re- 
ference checks and personal interviews are 
no longer enough. These have limitations 
as it is difficult to gauge a candidates 
‘attitude’ - an important component while 
working in a team setting. 

Not surprisingly, more and more 
companies are taking recourse to tools like 
psychometric assessments that include 


ability, aptitude and personality/behavior 


tests during hiring. Psychometric Assess- 
ments are powerful tools not just for 
evaluation purposes like selection of 
candidates, but are also useful in 
training needs analysis, employee develop- 
ment and coaching, team-building and 
succession planning. You could test the 
prospective and existing employees for 
their strengths and weaknesses and 
accordingly design suitable training 
programmes to carve their career growth. 

Some of the popular psychometric ins- 
truments that organisations use routinely 
include BIG5 or Five Factor Model, 16PF, 
MBTI, OPQ32, Thomas Profiling, 
FIRO-B, DISC and Thinking Pattern 
Profile. Every instrument has specific 
traits that correlate together to evaluate 
the various dimensions of an individual's 
personality. However, the results of 
the top instruments tend to match. 

On an average, it tends to cost 
between Rs. 1,500 and Rs. 2,500 per 
assessment. Some companies think it is 
too costly and time-consuming to 
administer these tests. But if one 
considers the ROI on a longer period - in 


terms of saving in hiring costs, then the 
cost benefits are huge. In a survey last year, 
Right Management, a career transition and 
organisation development firm, reported 
that the cost of a bad hire ranged from 
one to five times the annual salary of 
an individual. 26 per cent of respondents 
reported that replacing a bad hire cost 
their organisations three times the annual 
salary and another 42 per cent said bad 
hires cost two times the annual salary. 
Some dos and don'ts while using 
these assessment tools: 
= Psychometric assessments act as a 
supplement tool to collect facts and 
carry out deeper analyses of the 
individual like analytical ability, 
leadership or managerial skills. Ideally, 
the test should be administered after 
viewing a resume, and conducting a 
round of interview. 
= Many organisations conduct one or 
the other test. However, it is best to 
administer ability, personality and 
behaviour tests together to get the best 
results. Psychometric assessments will 
do wonders only when you employ 
them as a benchmarking tool to hire 
appropriate talent. It will measure 
actual competency, i.e. strengths and 
weaknesses of individuals and groups. 
m Psychometric assessments should not 
be considered as a base-tool for 
rejection purposes. Instead, they should 
be used to understand the potential 
talent that is coming on-board and the 
development costs involved. Secondly, 
it is a useful tool to benchmark the 
top and middle-level performers for 
defining appropriate hiring standards. 
= Pscyhometric assessments tend to be 
vulnerable to mis-interpretation. It is 
important that people with the right 
training evaluate the results of these 
tests. Organisations need to be aware of 
the reliability, accuracy, validity-studies 
(concurrent & criterion). A regular 
participation in such assessments can 
empower individuals to identify 
their core strengths and areas of 
development. 


The author works with an online solutions 


company - www.exon.in 


For comments and feedback on this article 
reach us at: purplepatch @bworldmail.com 
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(QGNG GROUP 


GNG was established in 1996, now handling 
power transmission and distribution projects and 
currently has the complete capacity to perform 
as a main contractor to carry out not only 
turnkey power projects but also energy 
engineering projects and other related 
manufacturing activities. 


ASSISTANT MANAGER - MARKETING 

Job profile: The person will be responsible for 
tender search and marketing process. He will be 
responsible for the empanelment of the company 
with various agencies like Power Grid, MES etc. 
Experience: 2-5 years 

Location: Delhi & Gurgaon 

E-mail: careers@gnggroup.com 

Job Code: CJ156693 


OFFICER- TECHNICAL SUPPORT 

Job profile: The person will be responsible for 
regular updation of the site and provide all kind 
of hardware and networking support 
Experience: 1-3 years 

Location: Gurgaon 

E-mail: careers@gnggroup.com 

Job Code: CJ156582 


SOFTWARE PROJECT MANAGER 

Job profile: Should have experience in estimating 
ECM or portal solutions, proven ability to present 
and interact with customers, displaying confidence 
and the expertise 

Experience: 5-8 years 

Location: Gurgaon 

E-mail: careers@gnggroup.com 

Job Code: C3457990 





IPsoft, formed in 1998, is a leading managed 
service provider, offering a converged solution to 
systems, network, database and applications 
management for its customers. 


PEOPLESOFT FINANCIALS CONSULTANT 
Job profile: In-depth understanding of PeopleSoft 
FMS application and data processes, procedures, 
programs and configuration 

Experience: 4-10 years 

Location: Bangalore 
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E-mail: ubhaskar@ipsoft.com 
Job Code: CJ173425 


IP TELEPHONY EXPERT 

Job profile: Responsible for design, implementation, 
ongoing management, and troubleshooting of Cisco 
Unified Communications Systems, including Call 
Manager/Unified Communications Manager 4.x 
through 6.x, Unity, IPCC Express and Enterprise 
Experience: 2-12 years 

Location: Bangalore 

E-mail: ubhaskar@ipsoft.com 

Job Code: CJ458597 


SENIOR MANAGER- INTERNATIONAL SALES 
Job profile: Responsible for client delivery 
assurance and business development globally, will 
head the team of senior business development 
executives and senior engagement managers 
Experience: 8-18 years 

Location: Bangalore 

E-mail: ubhaskar@ipsoft.com 

Job Code: CJ457918 





ConnectM 


a Sasken and IDG Ventures company 


ConnectM provides end-to-end solutions, 
consulting, application development, analytics, 
business intelligence and product life-cycle 
development & sustenance to the transportation, 
industrial, utilities and enterprise markets enabled 
by Machine-to-Machine (M2M) communications. 


PROJECT LEAD - APPLICATIONS 

Job profile: Should have strong knowledge of 
J2EE/JSP/J2ME technology having experience in 
web-based application development, responsible for 
end-to-end project delivery 

Experience: 7-13 years 

Location: Bangalore 

E-mail: anand.vishwanath@connectm.com 

Job Code: CJ182557 





(5 First Insight* 


Make Voss Precios Perte 


First Insight has always had a close relationship 
with the eye care professional. The company is 
based in Hillsboro, Oregon and is widely 
recognised in the eye care industry as the most 
complete and versatile practice management and 
electronic medical records software company. 


INITIATIVE IN PARTNERSHIP WiTH CLICKJCOBS.com 


QA LEAD 

Job profile: The incumbent is responsible for 
execution, creation, recording and reporting of 
results of test cases and test plans, develop test 
strategies and plans 

Experience: 5-7 years 

Location: Pune 

E-mail: jobs@first-insight.com 

Job code: CJ459738 


TECH SUPPORT SPECIALISTS 

Job profile: The incumbent will be responsible for 
troubleshooting queries brought up by customers, 
work out tangible solutions/resolutions for customer 
issues/problems 

Experience: 1-3 years 

Location: Pune 

E-mail: jobs@first-insight.com 

Job code: CJ459737 


SO SEMPERTRANS NIRLON (P) LIMITED 


Sempertrans Nirlon (P) Ltd. is a joint venture & ISO 
9001-2000 company, incorporated in November 
2000, between SEMPERIT AG HOLDING of Austria 
and NIRLON LIMITED in India. Sempertrans is the 
conveyor belting operation of Semperit. 


CHIEF ENGINEER 

Job profile: Should have 5-7 years of managerial 
experience, preferably in the ruber industry/tyre 
industry, detailed knowledge of utilities and cost 
cutting for utilities 

Experience: 10-16 years 

Location: Delhi & Mumbai 

E-mail: harshshastri@nirlonltd.com 

Job code: CJ182689 


SALES ENGINEER SEMPERFLEX HYDRAULICS 
Job Profile: Experience in selling hydraulic hoses to 
accounts with minimum 4 Mio Rupees plus in India. 
Existing contacts and relationships to decision 
makers of companies buying 4 Mio 

Experience: 3-10 years 

Location: Mumbai 

E-mail: harshshastri@nirlonitd.com 

Job Code: CJ183031 





Sekartha 


Ekartha is a US-based software development 
company, which provides software products and 
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services in the area of On-Demand software 

or Software-as-a-Service (SAAS). Our On-Demand 
development platform, Alice, is an internally 
developed distributed component framework, 
which allows our clients to make a quick and 
easy transition to building On-Demand 

software products. 


PRODUCT MANAGER 

Job profile: You will work with our clients in the US 
to understand client requirements and the evolution 
of our SaaS products. You will also interface with our 
local team and manage releases, information flows, 
as well as specification writing 

Experience: 8-15 years 

Location: Pune 

E-mail: jobs@ekartha.com 

Job Code: CJ459443 


HR EXECUTIVE 

Job profile: You will coordinate the performance 
management process, identify training needs 
and implement employee retention strategies, 
contribute to process definition and improvement 
in all internal areas of HR 

Experience: 0-2 years 

Location: Pune 

E-mail: jobs@ekartha.com 

Job Code: CJ459444 


APPLICATION DEVELOPER (J2EE) 

Job profile: You will participate in designing 
and building On-Demand and SaaS enabled 
software. You will use Web 2.0 and latest Open 
Source technologies to design and develop 
On-Demand applications 

Experience: 2-5 years 

Location: Pune 

E-mail: jobs@ekartha.com 

Job Code: CJ180773 
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TechPoint Solutions provides software and 
services to clients who are interested in 
extending access to their business intelligence 
information resources to mobile users on web 
and mobile devices. The mobile business 
intelligence solution developed by Tech Point is 
a combination of software tools and technical 
know-how to initiate, elaborate, construct and 
transition projects for the deployment of mobile 


devices capable of utilising the business 
intelligence resource. 


ENGINEERING MANAGER 

Job profile: Should manage a software 
development team of around 8-10 people, plan for 
the work items for the team and monitor the 
progress for the deliverables 

Experience: 11-20 years 

Location: Bangalore 

E-mail: murali@techpointsolutions.com 

Job Code: CJ459843 


SERVICE MANAGER 

Job profile: Responsible for managing large 
infrastructure projects for a customer. This role is the 
primary contact between the DPE and delivery 
support organisation 

Experience: 3-8 years 

Location: Mumbai & Pune 

E-mail: dwarak@techpointsolutions.com 

Job Code: CJ459761 


SOFTWARE ENGINEER - STORAGE 
VIRTUALISATION 

Job profile: The ideal candidate must have 
strong technical knowledge in the operating 
systems and storage domain and good 
understanding of product lifecycle 
Experience: 6-8 years 

Location: Bangalore 

E-mail: vishala@techpointsolutions.com 
Job Code: CJ459625 


PROJECT MANAGER - SAP 

Job profile: Should lead a project team in 
delivering SAP solutions according to project 
charter or contract, overall performance 
responsibility for managing scope, cost, schedule 
and contractual deliverables 

Experience: 7-15 years 

Location: Gurgaon 

E-mail: xt@techpointsolutions.com 

Job Code: CJ459401 





Infinite Computer Solutions is a SEI CMMI 

Level 5 & ISO 9001:2000 company with presence 
in US, Europe and APAC, and 20 offices and 

4 global development centres offering 


software development, staffing and 
managed services to Fortune 50 clients in 
India and abroad. 


SOFTWARE ENGINEER - .NET 

Job profile: Should have 2-5 years of experience 
in .Net with any of the RDBMS experience 
Experience: 2-5 years 

Location: Delhi, Mumbai & Chennai 

E-mail: SreedhibaM@infics.com 

Job code: C3459729 


SOFTWARE ENGINEER - COGNOS 

Job profile: Should have strong knowledge in 
Cognos and should have good communication skills 
Experience: 2-5 years 

Location: Delhi, Mumbai & Chennai 

E-mail: SreedhibaM@infics.com 

Job code: C3459730 


HIBERNATE LAYER EXPERT 

Job profile: Should have Hibernate, DAO Layer, 
strong or mapping skills and data layer 
development using Hibernate 

Experience: 3-5 years 

Location: Bangalore 

E-mail: SreedhibaM@infics.com 

Job code: CJ180893 


SM macari® 


SM Macario is a young, vibrant, fast-growing 
company providing application development 
and software solutions worldwide. 





GRAPHIC DESIGNER 

Job profile: Should have hands on 

experience in design tools that include Flash, 
Coreldraw, Photoshop, Illustrator, ImageReady, 
Quark and Fireworks 

Experience: 2-6 years 

Location: Gurgaon 

E-mail: sudhir@smmacario.com 

Job code: CJ459722 
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The Human Capital, founded by professionals 
with rich experience of different IT domains, we 
believe we understand better the needs of both 
the customer and the candidate and seek to 
strike a match which adds value for both. 


SENIOR ANALOG AND CUSTOM DESIGN 
ENGINEER 

Job profile: Responsible for architecting, designing 
and debugging custom circuits for 3-dimensional 
non-volatile memory, explore feasibility of a variety 
of circuit approaches and supervise layout designers 
Experience: 3-10 years 

Location: Bangalore 

E-mail: uday@thehumancapital.net 

Job Code: CJ459691 


HARDWARE DESIGN-SENIOR ENGINEER 
Job profile: Should work closely with packaging, 
10 library development and physical design team 
to design the IO ring 

Experience: 5-10 years 

Location: Hyderabad 

E-mail: uday@thehumancapital.net 

Job Code: CJ173480 


ASIC VERIFICATION-STAFF ENGINEER 

Job profile: Should have 6-8 years in ASIC design 
verification, preferably in ARM/ARC-based design, 
in-depth knowledge of Specman-e/Verilog/Vera- 
based testbench design 

Experience: 6-10 years 

Location: Bangalore 

E-mail: uday@thehumancapital.net 

Job Code: CJ158315 





GlobalHunt acts as a gateway to provide a wide 
range of services for the human resource needs 
of the companies. We are a dedicated team of 
professional consultants offering top-of-the-line 
executive search and selection over a wide 
geographical area that spans across Asia Pacific, 
Africa, Europe and American markets. 


MANAGER RECRUITMENT 
Job profile: Position would be driving several key 
recruitment activities at the corporate level, with 
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assistance from other team members 
Experience: 8-10 years 

Location: Delhi & Gurgaon 

E-mail: jobs@globalhunt.in 

Job Code: CJ459673 


DEPUTY MANAGER TRAINING 

Job profile: Responsibility include TNA for the 
business, updating the knowledge base, draw up 
training plans, coordination with different 
departments and training calendar preparation 
Experience: 6-12 years 

Location: Delhi 

E-mail: jobs@globalhunt.in 

Job Code: CJ459217 


EXECUTIVE/SENIOR HR EXECUTIVE 

Job profile: To handle a generalist function of 
corporate HR and closely handle key strategic 
initiatives through out the department 
Experience: 2-4 years 

Location: Delhi & Noida 

E-mail: jobs@globalhunt.in 

Job Code: CJ459073 





Acculogix is fast becoming the source of 'change' 
for highly skilled professionals in India with a 
client list of Fortune/CMM level 5 companies. 


ITSM TOOLS ADMINISTRATOR 

Job profile: Responsible for the operational support 
of Honeywell's Remedy ITSM tool suite, be able to 
define technical requirements based on business 
requirement specification 

Experience: 4-7 years 

Location: Bangalore 

E-mail: arpanadr.acculogix(o gmail.com 

Job Code: CJ459655 


GM/DGM - EXTERIORS/BIW 

Job profile: Responsible for training and will 
have overall responsibility for component 
design/development & product validation from 
concept to launch 

Experience: 10-20 years 

Location: Chennai 

E-mail: murali.acculogix@gmail.com 

Job Code: CJ459589 


.NET ARCHITECT 
Job Profile: Should have knowledge in object- 
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oriented programming, OOAD, design patterns, 
application architecture, better practices in 
Microsoft development and application tuning 
Experience: 8-10 years 

Location: Trivandrum 

E-mail: murali.acculogix@gmail.com 

Job Code: CJ458576 


Ma ” 
Esource gl C 


Real World. Resi Peopie. Resi Satotions H PO 


Esource Global, our services range from 
application development and management, 
product development, packaged implementation, 
independent software testing, quality consulting, 
and product content management. 


ASST. MANAGER - OPERATOR ALLIANCES 
Job profile: The responsibilities will include 

ride sales targets on mobile products, identify 
potential product enhancements and additional 
service opportunities 

Experience: 4-5 years 

Location: Mumbai 

E-mail: soniya@esourceglobalhr.com 

Job Code: CJ459912 


SENIOR WRITER 

Job profile: Candidate should be graduates/ PG, 
diploma in journalism preferred, should have good 
communication skills with flair of writing. Minimum 
2 to 6 years of experience in writing is essential 
Experience: 2-6 years 

Location: Mumbai 

E-mail: jobs@esourceglobalhr.com 

Job Code: CJ459653 


RECRUITMENT SPECIALIST 

Job profile: Responsible for full life-cycle of 
recruitments like sourcing, short listing, conducting 
telephonic interviews, line up candidates & clients 
interaction. sourcing the CVs from job portals, 
referencing, head hunting, perform regular follow up 
Experience: 1-2 years 

Location: Mumbai 

E-mail: jennifer@esourceglobalhr.com 

Job Code: CJ459531 


We at MAH India are a group of upcoming 
professionals engrossed in supporting the 
corporate in various HR activities to help them in 





developing up their competencies to build a 
globally competitive organisation. 


SENIOR DSP ENGINEER 

Job profile: Responsible for evaluating, 
analysing, designing, and implementing advanced 
DSP-based video software, including standards 
based video compression, computer vision and 
image processing algorithms and modules 
Experience: 3-7 years 

Location: Noida 

E-mail: arvind@mahindia.com 

Job Code: CJ459857 


LEAD DEVELOPMENT ENGINEER 

Job profile: Requirements include BSEE/CS; 
minimum 7+ years total software design 
experience; minimum 3+ years direct and recent 
experience in software design tools test and 
verification, including test automation 
Experience: 7-12 years 

Location: Gurgaon 

E-mail: arvind@mahindia.com 

Job Code: CJ459544 


CAMERA MODULE ENGINEER/SENIOR 
ENGINEER 

Job profile: Should be good in 'C' programming & 
domain knowledge in RTOS (REX/Nucleus), prior 
experience on mobile Ul/Applications porting & 
usage of debug tools 

Experience: 2-5 years 

Location: Bangalore 

E-mail: arvind@mahindia.com 

Job Code: CJ459561 








Askexim Services Private Limited is now a fast 
growing company providing fully integrated 
people resourcing and related advisory services. 
Within a short time of operation, we have 
created a niche in IT & ITeS Industry. 


HARDWARE DEVELOPMENT 

Job profile: Good exposure in micro controller 
based hardware design, mixed signal design, digital 
design, hardware development process, EMI & EMC 
Experience: 1-5 years 

Location: Coimbatore 

E-mail: Bosch. Jobs@askexim.in 

Job Code: CJ458291 
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TECHNICAL ARCHITECT 

Job profile: Should propose and implement the 
solution, awareness of latest tools and technology 
with full-fledged implementation experience in 
Java, J2EE, Springs and Hibernate 

Experience: 10-15 years 

Location: Bangalore 

E-mail: kTwo.Jobs@askexim.in 

Job Code: CJ458698 


SYNON 2E 

Job profile: Should have minimum 1 year 
experience in Synon 2E version with Cobol/400 or 
AS/400 

Experience: 1-6 years 

Location: Pune 

E-mail: EDS Jobs@askexim.in 

Job Code: CJ457533 


Días Haman Conmelting 


Morpheus Human Consulting has the role similar to 
that, as we are involved in recruitment and fulfilling 
the dreams of our end number of candidates. 


REGIONAL SALES HEAD 

Job profile: Should establish a culture amongst 
associates, which reflects the company's core values 
and constantly reinforce it to ensure all associates 
live the values 

Experience: 7-10 years 

Location: Bhopal 

E-mail: pooja.karve@mhc.co.in 

Job Code: CJ459585 


TERRITORY SALES MANAGER 

Job profile: Should provide a single point 

interface for our clients product and service 
offerings, develop strategies for revenue generation 
and retention of customers in a demarcated territory 
Experience: 2-7 years 

Location: Cochin 

E-mail: jayalakshmi.j@mhc.co.in 

Job Code: CJ184077 


CREDIT EXECUTIVE 

Job profile: Will be leading and supervising the 
accounting team and responsible for the daily 
operations in his/her team, such as maintaining 


accounts (accounts receivable), monitoring data flows, 


in accordance with company policies and guidelines 
Experience: 1-4 years 
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Location: Bangalore 
E-mail: jayalakshmi.j@mhc.co.in 
Job Code: CJ458238 
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Candidates for The right Joh 


Mangalam Placement Pvt. Ltd. is a well 
established and professionally managed 
manpower placement consultants specialising in 
placement of managerial personnel across a 
wide spectrum of skills and functions. 


SENIOR PROCESS CONSULTANT 

Job profile: Should have through understanding 

of processes for product development, ability to 
deal with various development groups internally, 
conduct audits, work towards process improvements 
and optimisation 

Experience: 7-10 years 

Location: Mumbai 

E-mail: usha@mangalamjobs.com 

Job code: CJ459955 


BUSINESS INTELLIGENCE AND DATA 
WAREHOUSING 

Job profile: Should coordinate with customer 
architecture team & align proposed solution with 
enterprise architecture 

Experience: 2-4 years 

Location: Mumbai 

E-mail: sandhya.d@mangalamjobs.com 

Job code: CJ459979 


TECHNICAL ARCHITECTS 

Job profile: Should have experience in 
architecture, responsible for technically 
architecting the solutions to deliver high quality 
software applications, perform R&D work and come 
up with prototype modules, in-depth technical 
knowledge of C+ +/Python/QT 

Experience: 8-10 years 

Location: Mumbai 

E-mail: moitri@mangalamjobs.com 

Job code: C)459930 
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CHANNEL MANAGERS 

Company: Chrome Consulting 

Job profile: Candidates should have 
experience in channel sales from FMCG and 
electronics industry 

Experience: 3-7 years 

Location: Bangalore 

E-mail: india.subbu@ gmail.com 

Job Code: CJ459845 


BUSINESS MANAGER - SALES 

Company: Mercury Software and Technology 
Job profile: Responsible for lead generation to 
deal closure, lead generation to deal closure, 
opportunity assessments, updating, maintaining 
account and opportunity tracking sheet 
Experience: 3-4 years 

Location: Chennai 

E-mail: v.saravanan@mercurysofttech.in 

Job Code: CJ459754 


SALES COORDINATOR 

Company: Lanxess India Pvt. Ltd. 

Job profile: Responsible for coordinating with 
agents for orders, dispatches, import and 
finance department etc. 

Experience: 1-3 years 

Location: Mumabai 

E-mail: jobsindia@lanxess.com 

Job Code: CJ459702 


SALES ENGINEER 

Company: Pegasus Staffing Solutions 

Job profile: Should achieve overall sales target, 
plan & execute strategies to enhance the sale, 
generate new enquiries 

Experience: 2-3 years 

Location: Chennai 

E-mail: info@pegasusstaffing.com 

Job Code: CJ459689 


SALES ENGINEER -CUTTING TOOLS 
Company: Multiop Placements 

Job profile: Should identify customer needs, 
define problems and recommend cutting tool 
solutions to the metal cutting industry 
Experience: 3-6 years 

Location: Chennai 

E-mail: multiop@dataone.in 

Job Code: CJ459646 


INSTITUTIONAL SALES 
Company: Fortune Equity Brokers 





Job profile: Should have 3-4 years of 
institutional sales experience, knowledge of 
equity markets and empanelment procedures 
Experience: 3-4 years 

Location: Mumbai 

E-mail: vishal@ffsil.com 

Job Code: CJ457408 


SALES MANAGER 

Company: Career Landmark Placement Services 
Job profile: Will be identifying business 
opportunities, building effective team, 

helping negotiating & finalising the deal with 
the customers 

Experience: 3-15 years 

Location: Mumbai 

E-mail: tejashree@careerlandmark.com 

Job Code: CJ459660 


ASSISTANT SALES MANAGER 
Company: Manas Rekha Consultants 

Job profile: Should have good experience 
in sales and marketing with good 
communication skills 

Experience: 0-3 years 

Location: Jaipur & Udaipur 

E-mail: ansh.manasrekha(Q yahoo.com 
Job Code: CJ459593 


AD SALES 


Company: SRK People Consultants India Pvt. Ltd. 


Job profile: Should have extensive experience 
in business development, advertising & space 
selling and relationship management 
Experience: 2-5 years 

Location: Delhi, Gurgaon & Noida 

E-mail: careers@srkglobal.net 

Job Code: CJ459433 


AREA SALES MANAGER 


Company: Morpheus Human Consulting Pvt. Ltd. 


Job profile: The area manager will be 
responsible for generating revenues, achieving 
profitability and smooth operations of the area 
Experience: 5-8 years 

Location: Bangalore 

E-mail: jayalakshmi.j@mhc.co.in 

Job Code: CJ458314 


ASM AND DEPUTY MANAGER - NRI 
SERVICE (SALES) 

Company: 24x7 Corporate Solutions 

Job profile: Should have strong NRI 


sales experience 

Experience: 1-8 years 
Location: Chennai 

E-mail: banking@24x7cs.com 
Job Code: CJ459860 


BUSINESS DEVELOPMENT EXECUTIVE 
Company: Ability IT Services 

Job profile: Should have experience in 

sales & business development, corporate sales, 
pre & post sales management 

Experience: 0-3 years 

Location: Bangalore 

E-mail: jobs@abilityitservices.com 

Job Code: CJ181570 


SALES EXECUTIVES 

Company: Mangalam Placement 

Job profile: Responsible for on-field sales of 
current accounts/savings account 
Experience: 0-1 years 

Location: Mumbai 

E-mail: prathiba@mangalamjobs.com 

Job Code: CJ459767 


ASSISTANT BRANCH MANAGER 
Company: Career Avenues 

Job profile: Should have minimum 6 years of 
sales and 2 years from insurance with excellent 
communcation skills 

Experience: 6-12 years 

Location: Rajkot 

E-mail: mahadevan@careeravenues.net 

Job Code: CJ459798 


SALES MANAGER 

Company: Career Avenues 

Job profile: Responsible for recruitment of 
advisors, counseling and motivating advisors 
to meet the targets, generating leads through 
contacts, identifying new areas for roping in 
HNI clients 

Experience: 1-3 years 

Location: Mumbai 

E-mail: preeti@careeravenues.net 

Job Code: C3459970 
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Company: BS Talent Solutions (P) Ltd. 

Job profile: To completely manage all plant 
operations including production, supply chain, 
maintenance, plant engineering and 
inspection and quality 

Experience: 16-23 years 

Location: Mysore 

E-mail: n.krishnakumar@bstalents.com 

Job Code: CJ459696 


GM-OPERATIONS 

Company: United HR Solutions 

Job profile: Will be handling overall 
operations, along with a settled team of sales 
professionals and technical team 

Experience: 9-15 years 


‘Location: Uganda 


E-mail: uconline@unitedconsultants. biz 
Job Code: CJ459780 


CEO 

Company: Pegasus Staffing Solutions 

Job profile: Candidate must have minimum 
20 years of expertise and out of which 
minimum 10 years in senior cadre and must 
be an MBA from a recognised university/ 
business school 

Experience: 20-21 years 

Location: Mumbai 

E-mail: info@pegasusstaffing.com 

Job Code: CJ459437 


SENIOR MANAGER BUYING & MERCH 
Company: BS Talent Solutions (P) Ltd. 

Job profile: Responsible for buying & 
merchandising of dry food/FMCG products, 
vendor sourcing, budgeting & planning, stock 
& inventory maintenance 

Experience: 10-16 years 

Location: Bangalore 

E-mail: n.krishnakumar@bstalents.com 

Job Code: CJ459697 


VP- PUBLIC HEALTH ENGINEER 
Company: MNC Placements 

Job profile: Should have designing 
experience of water supply network, sewage, 
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sewerage network, STP ATP waste water 
management, rain water management etc. of 
major projects like townships, five-star hotels 
and shopping malls etc. 

Experience: 10-26 years 

Location: Delhi & Mumbai 

E-mail: mncplacements@gmail.com 

Job Code: CJ178802 


DGM FINANCE 

Company: Global Management Consultant 
Job profile: The candidate has to take care of 
all types of accounts as well as the financial 
dealing of the company 

Experience: 8-15 years 

Location: Delhi, Noida & Gurgaon 

E-mail: globalmanagement2007 (2 yahoo.com 
Job Code: CJ177353 


CEO 

Company: Needs & Solutions Placement 
Consultancy 

Job profile: The incumbent will be 
responsible for the day to day running 
of the stores, plan and execute opening of 
new stores and should have a cosmetic 
industry background 

Experience: 10-13 years 

Location: Bangalore 

E-mail: jobs@needsmail.com 

Job Code: CJ166339 


GENERAL MANAGER - DOCUMENTUM 
Company: MAH India 

Job profile: Own the P&L responsibility 
With a revenue target and operations goal 
parameters, provide the strategic direction 
to practice senior managers from the growth 
of the practice 

Experience: 14-18 years 

Location: Delhi 

E-mail: chandan.sakhuja@mahindia.com 
Job Code: CJ458878 


GENERAL MANAGER - ENGINEERING 
Company: BS Talent Solutions (P) Ltd. 

Job profile: Responsible for project 
installation, commissioning, troubleshooting, 
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preventive maintenance and upgradation of 
plant equipments and machinery 
Experience: 15-24 years 

Location: Mysore 

E-mail: n.krishnakumar@bstalents.com 
Job Code: CJ459699 


HR HEAD - RBU 

Company: Mangalam Placement 

Job profile: The incumbent will support both 
business units for sourcing talent, training 
and development, implementation of HR 
policies, performance, management and 
compensation management 

Experience: 15-20 years 

Location: Faridabad 

E-mail: usha@mangalamjobs.com 

Job Code: CJ459556 


DEPUTY GENERAL MANAGER - 
ELECTRICAL 

Company: Acculogix Inc 

Job profile: Responsible for training and will 
have overall responsibility for component 
design/development & product validation 
from concept to launch 

Experience: 10-15 years 

Location: Chennai 

E-mail: thanuja.acculogix@gmail.com 
Job Code: CJ459562 


CHANNEL MANAGER - GM LEVEL 
Company: Newage Consultants 

Job profile: Responsible for management 
and development of channels team, ensure 
adequate channel capacity, productivity 
and performance potential for individual 
channel partner 

Experience: 15-20 years 

Location: Mumbai 


E-mail: newageconsultants@gmail.com 
Job Code: CJ457287 
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JOBS IN FINANCE 





@ GENERAL MANAGER - FINANCE AND 


COMMERCIAL 

Company: Prime Placement 

Job profile: Should have a good experience in 
accounts, finance, budgeting, costing and 
handling of day-to-day commercial activities, 
will be handling 4 units across India 
Experience: 10-15 years 

Location: Mumbai 

E-mail: dawradm@vsnl.com 

Job Code: CJ459467 


WEALTH MANAGER 

Company: Gennext Executive Search 

Job profile: To do financial planning of 

the customer, support sales team for getting 
HNI customers 

Experience: 3-6 years 

Location: Delhi, Gurgaon & Noida 

Email: shallu.sardana@gennextsearch.com 
Job Code: CJ182308 


LEAD FINACIAL ANALYST 
Company: MAH India 

Job profile: Responsibilities include 
performing initial investment review, macro, 
business, financial and industry, research, 
complete valuation analysis and detailed 
financial modeling 

Experience: 5-7 years 

Location: Hyderabad 

E-mail: chandan.sakhuja@mahindia.com 
Job Code: CJ458886 


FINANCE MARKETING EXECUTIVES 
Company: Needs & Solutions 

Job profile: Candidates having good 
knowledge in finance sector with courage in 
accepting challenges 

Experience: 0-3 years 

Location: Bangalore 

E-mail: jobs@needsmail.com 

Job Code: CJ118934 


FINANCE MANAGER 
Company: Hitech Placements 


Job profile: Should have experience in accounts 
and taxation, company law, banking, TDS, ESI, 
PF and central excise and sales tax 

Experience: 5-7 years 

Location: Bangalore 

E-mail: padma@hitechmanpower.com 

Job Code: CJ459731 


€ MANAGER - FINANCE & ACCOUNTS 


Company: Mancer Consulting Services 
Job profile: Responsibilities include 
accounting and legal obligations, payroll, 
budget, preparation of monthly, quarterly 
& annual reports, cash management and 
internal control 

Experience: 6-11 years 

Location: Delhi 

E-mail: nitin@mancerconsulting.com 
Job Code: CJ459402 


SENIOR FINANCE EXECUTIVE 

Company: Top Grading Consultants 

Job profile: All accounting functions, general 
ledger accounting, salaries, payroll. STP 
functions, coordinating with other departments 
Experience: 2-6 years 

Location: Bangalore 

E-mail: topgrading@rediffmail.com 

Job Code: CJ459318 


FACULTY - FINANCE 

Company: Needs & Solutions 

Job profile: Should have good skills to teach 
finance, marketing and HR related subjects, 
good guide, motivator, excellent communication 
skills and presentation skills 

Experience: 3-6 years 

Location: Bangalore 

E-mail: jobs@needsmail.com 

Job Code: CJ178930 


ACCOUNTS EXECUTIVES 

Company: Ramky Enviro Engineers Ltd. 

Job profile: To maintain day-to-day accounting 
of project site function and reporting to HO, 
maintain cash book and other subsidiary books 
as are required and meet all the audit 
requirements and statutory compliances 
Experience: 2-5 years 

Location: Kolhapur, Nasik & Aurangabad 
E-mail: msureshkumar@ramky.com 

Job Code: CJ165570 


CHARTERED ACCOUTANTS 
Company: Aradhna Consultants 
Job profile: Chartered Accountant with 2 to 5 


years post-qualification experience in accounting 


and audit accounting, finance, budgeting and 
MIS experience in corporate finance functions 
Experience: 2-5 years 

Location: Bangalore 


E-mail: aradhna.us@gmail.com 
Job Code: C3458608 


FINANCE ANALYST 

Company: Corporate Consultancy Services 

Job profile: Should take care of accounting, 
controllership, audit & finance, business support 
Experience: 1-4 years 

Location: Bangalore 

E-mail: jobs@ccspl.net 

Job Code: CJ458571 


MANAGER-FINANCE 

Company: IRTPL 

Job profile: Should be worked in ERP 
environment, good exposure in MIS, 
budgeting and costing 

Experience: 7-15 years 

Location: Chennai 

E-mail: pankaj@irtpl.net 

Job Code: CJ458109 


ACCOUNTS EXECUTIVE 

Company: HRANATION 

Job profile: Should handle complete accounting 
functions including receivables/payables, 
reconciliation, PF & ESI and MIS reporting 
Experience: 3-6 years 

Location: Chennai 

E-mail: hr4nation(2 gmail.com 

Job Code: CJ459136 


SENIOR MANAGER FINANCE 

Company: GlobalHunt India Pvt. Ltd. 

Job profile: Responsible for preparation of 
budget (annually) and forecasts (quarterly) for 
the division, working capital management and 
ensuring adherence to the cash flow target 
Experience: 7-8 years 

Location: Delhi 

E-mail: jobs@globalhuntindia.com 

Job Code: CJ459680 
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JOBS IN INFORMATION TECHNOLOGY 





@ PROGRAM MANAGER - EMBEDDED, 
WIRELESS 
Company: MAH India 
Job profile: The activities include use 
cases based requirements development 
and mapping, architectural breakdown 
and development, systems static/dynamic 
architectural view, key performance 
indicators like current drain, MCPS 
estimates, profiling, key interface 
specification development 
Experience: 12-14 years 
Location: Bangalore 
E-mail: pritam@mahindia.com 
Job Code: CJ459854 


@ TECHNICAL WRITERS 
Company: Mangalam Placement Pvt. Ltd. 
Job profile: Should have experience in 
technical writing, preferably in product 
development companies, ability to plan 
and create technical product documentation 
including user manuals, training manuals, 
read me files and online help 
Experience: 3-8 years 
Location: Mumbai 
E-mail: usha@mangalamjobs.com 
Job Code: CJ459874 


@ SENIOR SYSTEMS ENGINEER 
Company: Ekartha (I) Pvt. Ltd. 
Job profile: As a member of our team, you 
will manage our technology team, carry out 
product deployment, handle the entire 
network and systems 
Experience: 5-8 years 
Location: Pune 
E-mail: jobs@ekartha.com 
Job Code: CJ458336 


@ SENIOR SOFTWARE ENGINEER - 
KERNEL DRIVER 


Company: TechPoint Solutions (India) Pvt. Ltd. 


Job profile: Should design, develop 

and support interface and layer 2 software 
on routers. Primary responsibilities would 
be to design, develop, bring up and 
support embedded and kernel device 
drivers for various line cards 

Experience: 7-15 years 

Location: Bangalore 

E-mail: murali@techpointsolutions.com 
Job Code: CJ459835 


@ GRAPHIC DESIGNER 


Company: Suvin Solutions 

Job profile: Should be a graphic designer with 
action scripting knowledge with 2+ years of 
experience in Flash 

Experience: 2-5 years 

Location: Bangalore 

E-mail: suvinjobs@gmail.com 

Job Code: CJ459409 


SOFTWARE DEVELOPERS FOR MOBILE 
APPLICATIONS 

Company: Websol 

Job profile: Should have knowledge in J2ME, 
J2SE, J2EE, bluetooth, IEEE 802.11 protocols, 
symbian, python, bluez programming skills 
to work both at chip level and bluetooth, 
capable of managing both hardware anc 
software levels in a mobile application 
Experience: 2-10 years 

Location: Chennai & Mumbai 

E-mail: hrwebsol(? gmail.com 

Job Code: CJ173133 


JUNIOR/SENIOR PROGRAMMERS 
Company: Websol 

Job profile: Must have 1-4 years experience 
in web application development, dataware- 
house applications, system analysis, 
OOAD/UML, PL SQL 

Experience: 1-6 years 

Location: Bangalore 

E-mail: hrwebsol(o gmail.com 

Job Code: CJ176374 


ORACLE DBA - PRODUCTION 
Company: Askexim Services Private Limited 
Job profile: Should have 4-7 years of 
experience in IT software and very good 
exposure as an Oracle DBA 

Experience: 4-7 years 

Location: Bangalore 

E-mail: ashok@askexim.in 

Job Code: CJ153838 


CNC PROGRAMMER 

Company: Askexim Services Private Limited 
Job profile: Should have 2-3 years experience 
in manufacturing industry on CNC Machines 
(Milling) and experience in developing and 
proving CNC programs on CNC machines 
Experience: 2-3 years 

Location: Bangalore 


E-mail: ashok@askexim.in 
Job Code: CJ175665 


JAVA LEAD 

Company: Options Executive Search Pvt. Ltd. 
Job profile: Should have 4-8 years of 
experience and should have strong knowledge 
with Java, J2EE, Hibernate, JDBC, JSP EJB, 
JBOSS and can lead a team 

Experience: 4-8 years 

Location: Chennai 

E-mail: vishu@optionsindia.com 

Job Code: CJ459698 


SENIOR SOFTWARE ENGINEER 
Company: Mangalam placements 

Job profile: Knowledge of Java, C, C++, 
SQLCPP on iSeries, writing and compiling code 
on iSeries in PDM and IFS, command language 
(CL) on iSeries, writing and compiling CL 
programs on iSeries and strong debugging skills 
Experience: 3-5 years 

Location: Pune 

E-mail: archana@mangalamjobs.com 

Job Code: CJ459778 


PROTOCOL TESTING 

Company: Step Up Consultants 

Job profile: Should have knowledge on 
switch (L2), routers (L3) ICIA, packets with 
preference to CCNA, CCNB certificate 
completion, L2 L3 routing protocols, MPLS 
and related protocols 

Experience: 4-8 years 

Location: Bangalore 

E-mail: sam@stepupconsultant.com 

Job Code: CJ459652 


DESIGN ENGINEER 

Company: Corporate Consultancy Services 

Job profile: Should have experience with multi- 
dimensional signal processing algorithms, 
embedded software development 

Experience: 1-7 years 


Location: Bangalore 
E-mail: jobs@ccspl.net 
Job Code: CJ459612 
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JOBS IN MANUFACTURING & ENGINEERING 





@ QUALITY ENGINEER 
Company: MultiOp Placements 
Job profile: Responsible for monitoring 
product & process performance, using data to 
identify & drive improvements 
Experience: 2-4 years 
Location: Chennai 
E-mail: multiop@dataone.in 
Job Code: CJ459848 


€ SERVICE ENGINEER 
Company: Pegasus Staffing Solutions 
Job profile: To service the machines 
supplied by us in entire South region 
including Chennai, Bangalore & Coimbatore 
Experience: 3-5 years 
Location: Chennai, Bangalore & Coimbatore 
E-mail: info@pegasusstaffing.com 
Job Code: CJ459896 


€ MECHINISTS 
Company: Meksol India 
Job profile: Candidate should be ITI 
mechanists with 6 months to 1 year 
experience 
Experience: 0-1 years 
Location: Bangalore 
E-mail: veena_meksol@rediffmail.com 
Job Code: CJ459568 


€ TEAM LEADER - AIRFRAME LEAD 
DESIGN ENGINEERING 
Company: Corporate Consultancy Services 
Job profile: Should carry out the design 
checking, examples of previous experience 
required in the domain, realisation of 
static pre-dimensioning 
Experience: 7-15 years 
Location: Bangalore 
E-mail: jobs@ccspl.net 
Job Code: CJ459615 


€ PURCHASE EXECUTIVE 
Company: Websol 
Job profile: Candidates will work as 
purchase executives with a reputed office/ 
factory in Bangalore, experience in sourcing/ 
procurement. Minimum-2-3 years experience 
is mandatory 
Experience: 0-10 years 
Location: Bangalore 
E-mail: hrwebsol@gmail.com 
Job Code: CJ172648 


€ ELECTRICAL ENGINEER MAINTENANCE 


Company: Corporate Consultancy Services 
Job profile: Responsible for system design, 
erection, maintenance of electrical power 
distribution to the various department of 
plant, colony and pump house 

Experience: 3-8 years 

Location: Gulbarga 

E-mail: jobs@ccspl.net 

Job Code: CJ459482 


PRODUCTION MANAGER 

Company: Corporate Consultancy Services 
Job profile: Person should be conversant with 
manufacture of pressure vessels, rotary kilns, 
mills and condensers, fabrication, welding, 
testing and machining processes 

Experience: 6-10 years 

Location: Gulbarga 

E-mail: jobs@ccspl.net 

Job Code: CJ459521 


WAREHOUSE MANAGER 

Company: Hitech Placements 

Job profile: Must know about raw material 
quality/inspection techniques, generate 
options for evaluating manpower, utilities, 
connectivity and other required resources 
Experience: 4-5 years 

Location: Bangalore 

E-mail: padma@hitechmanpower.com 

Job Code: CJ459474 


QUALITY CONTROL INSPECTOR 
Company: Saluja CAD Consultancy 

Job profile: Working experience of 3 years 
or more as QA/QC engineer in manufacture 
of welded steel products such as fire fighting 
products, steel cabinets, vessels, tanks 

and piping 

Experience: 3-6 years 

Location: Saudi Arabia 

E-mail: hksaluja@vsnl.com 

Job Code: CJ158252 


SAFETY EXECUTIVE - ELEVATOR CO 
Company: Pegasus Staffing Solutions 

Job profile: The incumbents would be 
working as a safety patrol for the defined 
area & would be constantly on move visiting 
active sites in their areas overseeing safety 
compliances by the sub-contractor and the 
employees working at the site 


Pales e 3-5 years 

Location: Mumbai, Pune & Ahmedabad 
E-mail: info@pegasusstaffing.com 

Job Code: CJ458964 


COORDINATORS/SUPERVISORS 
Company: SP Apparels Ltd. 

Job profile: Should have knowledge in 

basic computer, experience in work relating to 
MIS/PPC/supply chain management & related 
areas is preferable 

Experience: 0-3 years 

Location: Coimbatore 

E-mail: sundaravadivel.r@s-p-apparels.com 
Job Code: CJ458803 


SITE ENGINEER 

Company: Hitech Placements 

Job profile: Will be independently handling 

of site mechanical erection activities, evaluation 
and execution of contracting works 
Experience: 2-5 years 

Location: Bangalore 

E-mail: padma@hitechmanpower.com 

Job Code: CJ459496 


AUTOCAD DRAFTSMAN 

Company: Hitech Placements 

Job profile: Should have experience in 
design/draughting & in the field of HVAC 
Experience: 1-2 years 

Location: Bangalore 

E-mail: padma@hitechmanpower.com 
Job Code: CJ459842 


HYPERMESH ENGINEERS 

Company: Meksol India 

Job profile: Engineers with minimum of 6 
months to 1 year of experience in hypermesh 
in automotive or aerospace domain 
Experience: 1 year 

Location: Bangalore 

E-mail: naresh_meksol@rediffmail.com 

Job Code: CJ184247 
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MARKETING MANAGER 

Company: Hitech Placements 

Job profile: Should have experience in 
marketing of access control systems using 


various types of access control sensors 
Experience: 6-8 years 

Location: Bangalore 

E-mail: padma@hitechmanpower.com 
Job Code: CJ459775 


VISUALISER 

Company: Esource Global 

Job profile: To work at the pre-press stage, 
doing work in page maker, illustration and 
retouching programs, ability to communicate 
ideas and concepts to the client 

Experience: 2-4 years 

Location: Delhi, Gurgaon & Noida 

E-mail: aariya@esourceglobalhr.com 

Job Code: CJ459176 


EVENT MANAGEMENT EXECUTIVES 
Company: Chrome Consulting 

Job profile: Candidates should have experience 
in event management 

Experience: 1-5 years 

Location: Bangalore 

E-mail: india.subbu(2 gmail.com 

Job Code: CJ458696 


CONCEPTULISER 

Company: Orienta Cine Marketing 

Job profile: Should have minimum 3-4 years 
experience as great visualiser and concept developer 
Experience: 1-2 years 

Location: Mumbai 

E-mail: priyanka@orientacine.com 

Job Code: CJ458513 


MARKETING COORDINATOR 

Company: HRANATION 

Job profile: Should coordinate and facilitate sales 
activity, handling enquiries, maintaining database 
of customers and dealers, market development 
Experience: 1-4 years 

Location: Chennai & Bangalore 

E-mail: hr4nation@gmail.com 

Job Code: CJ172568 


BRAND MANAGER 

Company: Resource Access Management 
Solutions Pvt. Ltd. 

Job profile: Responsible for creating marketing 


plan for particular segment/category on a 
quarterly and annual basis 

Experience: 4-7 years 

Location: Chennai 

E-mail: kumar@ramsol.co.in 

Job Code: CJ458910 


TELE MARKETERS 

Company: Flight Center Travels Pvt. Ltd. 
Job profile: The candidate shall be 
independently responsible to call, follow up, 
e-mail, followup with any additional info. if 
required and close a sale 

Experience: 0-5 years 

Location: Delhi 

E-mail: ajay@flightcentertrave!s.com 

Job Code: CJ183856 


DY. MANAGER- MARKETING 

Company: Needs & Solutions 

Job profile: The candidate will preferably be a 
go-getter and will have experience in the sales 
of capital goods 

Experience: 6-9 years 

Location: Bangalore, Dharwad & Mysore 
E-mail: jobs@needsmail.com 

Job Code: CJ118540 


MANAGER BRAND 

Company: Mancer Consulting Services 

Job profile: Working on strategy with the brand' 
team on brand strategy presentations, opportunity 
mapping, research and experience in brandcom 
Experience: 4-5 years 

Location: Mumbai 

E-mail: shilpa@mancerconsulting.com 

Job Code: CJ458738 


ASSISTANT MARKETING EXECUTIVE 
Company: Sun HR Solutions 

Job profile: An actual retail-marketing experience 
of atleast one year will be a huge advantage 
Experience: 0-1 years 

Location: Mumbai 

E-mail: esha@sunsolutions.in 

Job Code: CJ459878 


PRODUCT DEVELOPMENT MANAGER 
Company: Final Quadrant Solution 

Job profile: The individual should typically be 
familiar with what is available in the market/ 
competition and accordingly borrow ideas and 
inspiration to create his own product, 





understanding marketing and branding will 
also additional skills that would benefit 
Experience: 3-4 years 

Location: Delhi & Noida 

E-mail: jobs@finalquadrant.com 

Job Code: CJ459644 


ASSISTANT MANAGER - MARKETING, PRODUCT 
Company: BP Incorporate 

Job profile: Should coordinate with agencies 
for updated information regarding market 
opportunities and related trade show/exhibitions 
Experience: 3-7 years 

Location: Faridabad 

E-mail: ird.bpincorporate() gmail.com 

Job Code: CJ459490 


MARKETING ENGINEER - FOUNDRY 
Company: Corporate Consultancy Services Pvt. Ltd. 
Job profile: Should have 3-5 years of 
experience in marketing & sales preferably in 
engineering equipment & foundry products 
Experience: 3-8 years 

Location: Gulbarga 

E-mail: jobs@ccspl.net 

Job Code: CJ459509 


ACCOUNT DIRECTOR 

Company: Needs & Solutions 

Job profile: You will proactively canvass and 
develop new accounts and business. Strong 
management and supervisory skills in leading a 
team of dedicated project managers 
Experience: 7-12 years 

Location: Bangalore 

E-mail: jobs@needsmail.com 

Job Code: CJ147159 


BUSINESS DEVELOPMENT EXECUTIVE 
Company: HRANATION 

Job profile: Job profile will include increasing 
the revenue of the business unit. You will be 
selling ad space & also stalls for major events 
Experience: 0-4 years 

Location: Chennai 

E-mail: hr4nation@gmail.com 

Job Code: CJ156182 


For more details please log on to 


http:;//purplepatch.clickjobs.com and 


apply for jobs . Now as a registered user, 


you can apply for Jobs by mobile. Just type 


APPLY <jobcode> and send to 55050 
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MEDICAL GADGETS 


Digital cure 


Several new 
health 
gadgets offer 





GAURAV SOOD, A 17-YEAR-OLD RESIDENT OF NOIDA 
near Delhi, was diagnosed with diabetes two 
years ago. He now wears an insulin pump, 
which serves to function just like a healthy 
pancreas would, naturally. “It’s completely 


user-friend ly convenient,” says Sood. A sleek gadget about 
accuracy the size of a cellphone, the MiniMed Pardigm 
real-time system — the only device of its kind 
from the in India — is among the slew of medical 
comforts gadgets that have changed the healthcare 
market over the past couple of years. 
of home From the forehead thermometer (placed on 


the forehead for an exact temperature reading 
within a few seconds) to insulin pumps to 
electrocardiogram (ECG) monitors, many of 
the new medical devices offer user-friendly 
accuracy from the comfort of your home. They 
fit snugly into a patient’s body or clothing, 
without hindering everyday activities, and 
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send alerts to the doctor as and when 
required. Most health gadgets are aimed at 
better management of chronic diseases 
such as diabetes. 

With several studies pegging Indians as 
more prone to diabetes than almost any other 
population in the world, insulin pens (costing 
about Rs 800 to Rs 1,000), which first began 
replacing painful daily insulin shots with 
hassle-free, precise dosages, are proving 
popular. They also help overcome the psycho- 
logical barrier of pain attached to conven- 
tional insulin syringes. The patient just has 
to punch in the desired dose and then push 
the top of the pen to inject insulin through a 
31-gauge needle into the subcutaneous 
tissue, from where it is absorbed into the 
circulatory system. 

The latest gadget for diabetes, however, is 
the ‘closed loop’ MiniMed Paradigm insulin 
pump that Sood wears, which can be 
strapped to a belt. Sold by Mumbai-based 
Medtronic, the Indian arm of the 
Minneapolis-based medical technology 
company of the same name, the pump 
delivers insulin according to the body’s need, 
via a tiny soft tube, throughout the day. Other 
features include alarms that warn users about 
extremely low or high levels of glucose, which 
can lead to diabetes-related complications, 
and time trends that show you how meals, 
exercise, insulin and medication affect your 
glucose control. Here is how the device 
works: a sensor measures your glucose level. 
The sensor data is sent continuously to a 
transmitter, which in turn sends data to the 
insulin pump through radio frequency 
wireless technology. “I don't feel it at all,” 
says Sood. The only thing you may feel is 
the pinch on your wallet as the MiniMed 
Pardigm's basic model comes at a price of 
Rs 1.5 lakh. 

Blood glucose monitors, which are priced at 
Rs 1,000-Rs 5,000 and sold in India by Bayer 
Healthcare, LifeScan (a division of Johnson & 
Johnson), and the Saify Group, are more 
affordable. They need just a drop of blood 
from the fingertip, palm or forearm on the test 
strip, and a mere five seconds to determine the 
concentration of glucose in the blood. The 
more sophisticated models can store previous 
readings, calculate statistical averages, and 
show a body’s highest and lowest levels of 
glucose in the previous seven days. 

Meanwhile, pulmonary or inhaled insulin 
may prove to be another promising alternative 
for insulin delivery. US pharma major Eli Lilly 





QUICKTAKE: 

The forehead 
thermometer gives an 
exact temperature 
reading within a few 
seconds 


and Novo-Nordisk are conducting trials on 
inhaled insulin in India, and plan to introduce 
insulin inhalers in the Indian market next 
year. Previously, New York-based Pfizer Inc. 
launched an inhaled insulin treatment called 
Exubera (a dry powder insulin that was 
inhaled through the mouth into the lungs) in 
the US and in Europe, and slated it for an 
India launch last year. However, Pfizer 
stopped marketing Exubera globally last 
January, saying that the product had not met 
patients’ expectations. 

To monitor heart patients, Professors 
Rakesh Lal and S. Mukherji of IIT Mumbai's 
School of Bioscience and Bio-engineering have 
developed an ECG monitor, unveiled last 
January, which can be worn on the body. It can 
also communicate the patient’s data to a 
doctor through a cellphone interface. Just 
about the size of a candy, the device, which 
features five electrodes, is worn on the chest. A 
sensor in the locket records the heart's 
electrical activity or ECG. If it detects 
abnormalities, it can automatically transmit 
the last few seconds of ECG data to a central 
server using a mobile phone interface. The 
ECG monitor can also be programmed to send 
short messages containing marked data to a 
doctor. The silicon locket houses a small 
computer, which can store a week's ECG data. 
The basic device is like plug-and-play: 
algorithms are fed into the locket's system, 
enabling it to distinguish between jerks from 
running, from working out, or climbing stairs, 
or arrhythmic heart beats. Now ready with 
the Microelectronics Department of IIT 
Mumbai, the silicon locket is waiting for a 
suitable manufacturer. 

As the focus of medical care shifts from 
treatment to prevention, cutting-edge 
healthcare devices could become more 
common, and may eventually revolutionise 
the way medical diagnosis and treatment 
is practised. 

Noemie Bisserbe 
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Entertainment 


MONSOON MAGIC 





ONE CANNOT BE AN 
Indian and be 
indifferent to the 
monsoon. The grey 
skies, the dark 
clouds, the smell of 
wet earth, the lush 
greenery — all hold a 
special place in the 
hearts of almost all 
Indians. And over 
centuries, the mon- 
soon has found 
expression in the 
works of poets, 
artists and even 
filmmakers. For the 
past two years, 

, a Delhi-based 
cultural organisation, 
has been inviting its 
citizens to celebrate 
the myriad hues of 
the season through an 
eclectic mix of 
contemporary music, 
art, fashion and 
traditional festivities. 
The third edition of 
this multi-locale 
event, which takes 





place on 4-31 Aug- 
ust, looks as promi- 
sing as the last two. 
A ‘green’-themed 
fashion show, which 
will include creations 
by Kavita Bhartia, 
Varun Sardana and 
Varun Bahl, will set 
the festival rolling. 
And a Bollywood- 
themed party will 
bring it to an end. In 
between, you can 
take in the exhibition 
Monsoon Chapter 3, 
by artists such as 
Gagandeep Singh, 
Nitin Mukul, Jeet 
Ganguli and Rajendra 
Kapse. Or you can log 
on to an online art 
exhibition, Celebra- 
ting Krishna, which 
features works of D. 
Vaikuntam Nakkash 
Sanjay Bhattacharya. 
While global warming 
might be playing 
havoc with the 
monsoon, "I feel 
reassured that the 
rich and dense 
universe that the 
Indian creative 
mind has built 
around the 
monsoon will 
never die," says 
Himanshu Verma, 
the man behind 
the festival. 
Sumati Nagrath 


REUTERS 


AUGUST 2008 W 


— 


TRAVEL 


Everything's Nice here 


LITTLE MORE THAN A 
no-hope walled-town 
with a pebbly beach 
till about a century 
ago, Nice is today one 
of the prettiest cities 
in the world, and 
home to many Holly- 
wood celebrities and 
oil sheikhs — Ange- 
lina Jolie and Brad 
Pitt have a house 
here. Since rich 
English tourists took 
to Nice for its azure 
waters and mild 
climate in the late 
I9th century, the 
tourism hotspot has 
grown to become the 
de facto capital of the 
French Riviera. 

The most luxurious 
way to enjoy Nice is 
on a yacht, by day or 
by night. During the 
day, the sun is warm 
but not hot. 

However, it is best 
to walk if you want to 
explore Nice's history 
and art. The place to 


start is Place 
Massena, the open 
square with a tram 
terminus and build- 
ings housing Nice's 
finest museums. 
From here, you 
enter the old town's 
narrow streets, which 
are full of eateries 
and shops. For souve- 
nir seekers, there is 
the quaint Cours 
Saleya, a street 
market full of knick- 
knacks and domestic 
antiques. It is worth 
driving an hour to the 





ABSOLUTE BEAUTY: 
Nice is famous for its 
pebbly beaches 


Juan-Les-Pins Bay — 
it will take you past 
the yacht-infested 
Antibes shore and 
villas of celebrities 
along the way. 

Nice is very French 
in its food worship. 
And the best way to 
enjoy a multi-course 
dinner with the 
choicest of wines and 
cheese is by the bay. 

Feroz Ahmed 





Historically HIgh: People dance in the ‘Opera’ nightclub in 
Moscow. The club in the walls of a former Vladimir Lenin culture centre is 
home to the more affluent clubing elite of Moscow's sprawling nightlife scene. 
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INTERIORS 


Dabbling in art 


DESIGN WISE: Chari’s 
mosaics are known for 
their innovative designs 


“THERE'S SOMETHING 
about mosaics that 
screams life at you,” 
says Bangalore-based 
mosaic and mural 
artist Sumitra Chari. 
“They are not just 
meant to decorate 
your walls but let you 
live and breathe art, 
even as they provoke 
thought.” Chari's 
studio, Mosaics, has 
been designing and 
creating interesting 
art for clients across 
southern India. 

Easy to maintain 
and long-lasting, 
mosaics enhance the 
interiors of entrances, 
foyers, lobbies, 
restaurant tabletops, 
landscaped gardens, 
balconies and veran- 
dahs of corporate 
offices, hotels and 
individual homes. 
From IBM s cafeteria 
at White-field to 
ARM Semi- 
conductors’ latest 
facility on Bangalore's 
Outer Ring Road to 
the Bel-Air Hotel in 





Marathahalli, from 
the Residency Towers 
in Chennai to Ohri's 
Food Court in Hyde- 
rabad, Charis designs 
inhabit commercial 
spaces with as much 
verve as they do 
individual homes. 

Using traditional 
stone-cutting tools 
and diamond-edged 
blades, Chari dabbles 
with glass tiles, cera- 
mic, coloured glass, 
fibre, acrylic and 
concrete to create 
natural and abstract 
designs. She charges 
between Rs 850 and 
Rs 5,000 per sq. ft. 
Blue, her favourite 
colour, finds a place 
in most of her 
creations. Some- 
times, the search for 
the right look takes 
her afar. For a Morro- 
ccan theme, she got 
tiles from Spain. 

Chari feels that art 
built into work areas 
“is exciting not only 
because you can look 
at it and admire it, 
but can also touch 
and feel it”. 

Dhanya 


Krishnakumar 
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BON VIVANT 


The world's at your feet 


HARPREET BAWEJA, A 27-YEAR-OLD NON-RESIDENT INDIAN 
from Thailand, is eyeing your feet. More precisely, 
Baweja's spas are the place to "soak 
your feet in the ultimate luxury". "In Thailand, as 
you walk down the roads, there are foot spas every 
five minutes," says Baweja. "In India, it is a new 
concept that will soon catch up." 

The first Aroma Thai Foot Spa opened at 
Bandra, Mumbai, last week. Baweja plans to 
open at least two more in the financial capital, 
and then will expand across the country. 

At Aroma Thai, soothing music and soft lights 
work as much magic as the special Thai herbs 
that are used to massage your tired feet, or the 
specially brewed mild tea that is served while 
they are washed. By the time a session ends, 
you will have the spring back in your step. 

Customers can enjoy a Sawadee Therapy, 
which consists of a 35-minute ‘quick’ massage 
for Rs 450, or indulge in an hour-long foot 
massage for Rs 690. Arokaya Therapy 
(Rs 1,190 for one hour), on the other hand, 
relies on tying around your feet a muslin cloth 
soaked in fragrant Thai herbs. Not only does this 
cure general tiredness, but is also good for 
muscular spasms. Baweja sources all the herbs 
from Thailand including white tea and gold leaf 
that count among the therapy ingredients. 

^To start with, people might want to indulge 
in quicker, less costly treatments, but once 
they get the feel of it, the market will catch up," 
says Baweja. 





Janhavi Abhyankar 
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AND BEYOND 
M 








BROWSING 
Vinod Jain 
Managing Director, 
Magppie 


International Ltd. 

I am reading THOMAS 
FRIEDMAN's The World Is 
Flat. It was recommended 
by a friend and | find it 
helpful in understanding 
how to integrate global 
thinking with our local 
needs. | tend to read 
books on management 
and spirituality. I've read 
the Bhagwad Gita and 
plan to read Srimad 
Bhagwat, and the Maha- 
bharata. | also have Robin 
Sharma's The Greatness 
Guide 2 on my list. 


Stories Behind 





by sumati nagrath 


PROSTITUTION AND BEYOND AN 
ANALYSIS OF SEX WORK IN INDIA EDITED BY: 
ROHINI SAHNI, V.KALYAN SHANKAR AND 
HEMANT APTE, SAGE, PAGES: 369; PRICE: Rs 395 


IF WE WERE TO GO BY TRACY QUAN'S BESTSELLING 
novels, Diary of a Manhattan Call Girl and Di- 
ary of a Jetsetting Call Girl, we could be for- 
given for thinking that being a sex worker is en- 
tirely a matter of choice. In the novels, the 
women who operate as call girls love their ‘job’, 
lead glamorous lives and ultimately even man- 
age to find nice husbands. These, and other 
such fictionalised accounts of sex-work in con- 
temporary cosmopolitan settings, completely 
negate the very real lives of millions of women 
who are trafficked into brothels and forced to 
prostitute their bodies in the seedy by-lanes of 
cities and towns across the country. 

Equally damning are the accounts that seek 
to portray sex workers/prostitutes — there is a 
huge debate on the semantics of the two words, 
with the former seen as assigning women a 
sense of agency and control over their own bod- 
ies and labour and the latter read as relegating 
women to a state of passive victims without a 
voice — as morally degenerate and dangerous. 
Using extensive case studies, detailed ethnogra- 
phies and appropriate theoretical frameworks, 
PROSTITUTION AND BEYOND tries to take 
us beyond the stereotypes and into the lives of 
women (and men) who are both victims and 
perpetuators of this ‘trade’. As the editors in 
their introduction point out: “For many, the im- 
pressions of a sex worker are almost chimerical, 
derived largely from her visual imagery in the 
media; chastised as much by self as by the soci- 
ety, her portrayal is a sheer mockery of reality. 
For someone who works in the most ruthless of 
circumstances, and faces the most dreadful of 





ROHINI SAHNI is reader, Department of Economics, 
University of Pune. 

V. KALYAN SHANKAR is currently a doctoral student at 
the Department of Economics, University of Pune. 
HEMANT APTE is the president of the late Professor 
Yamato Kawakami Foundation, an NGO working for 
women. 


The Stereotypes 


professional hazards (particularly in the con- 
text of HIV), nothing could be farther from the 
truth.” And many of these women and men are 
migrants, willing or trafficked. They have been 
displaced, exploited and left without any sup- 
port structures, making them emotionally, fi- 
nancially, psychologically, socially and physi- 
cally vulnerable. 

When describing prostitution, the term “old- 
est trade in history" trips off most people's 
tongues rather easily. But rarely do they under- 
stand the nature of the trade in its entirety, or the 
economics that both sustains and is generated 
from it. Talking about the various forms that 
prostitution takes in India, right from devadasi 
and the jogini traditions, to the modern day es- 
cort services, the editors say, “On the one hand, 
we have historical forms of prostitution, with 
their cultural vestiges and, on the other new av- 
enues of sex work establish themselves in re- 
sponse to the processes of urbanisation.” 

For the sake of a better understanding of the 
complex realities and debates that surround the 
subject, the editors have divided the book into 
four thematic sections. While the first of these 
looks at the divides within the feminist dis- 
course over sex work, the second section is a col- 
lection of chapters investigating the changing 
forms of prostitution in the country. The third 
section, which is probably the most substantial, 
takes a closer look at the social, legal and health 
aspects of prostitution in India. 

The chapter on the economics of sex work in 
India, by Rohini Sahni and V. Kalyan Shankar is 
as insightful as it is compelling, and brings to 
the fore the economic marginality of the women 
and men forced into prostitution. Pointing out 
that in the absence of viable livelihood options, 
some women are left with no choice but to pros- 
titute themselves, the authors argue: “Contem- 
porary sex work in India is market-driven and 
characterised by the economics of cash, which 
form its foundations. Its historical connections 
with art and culture become increasingly ves- 
tigial over time, sex work has come to be repre- 
sented flagrantly by its economic connotation.” 

The discussions on the legal definitions of 
prostitution and the HIV/AIDS epidemic are 
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detailed and eye openers for those coming to 
these issues for the first time. They reinforce the 
idea that sex workers’ vulnerability to the dis- 
ease must be studied together with their vulner- 
ability to exploitation and violence. Condom 
distribution and sex education cannot, and 
should not, be seen as the solutions to stem- 
ming the epidemic spread among sex workers. 

And while the first three sections deal with 
ground realities, the fourth focuses on the per- 
ceptions and representations of sex workers in 
literature, the theatre and language. While rich 
in discussion, the section is sorely missing a dis- 
cussion of popular cinema — the most mass of 
all mediums — and the depiction of prostitutes 
in films such as Mandi, Chameli and the most 
recent Saawariya. 

While comprehensively researched and an 
invaluable contribution to the socio-legal de- 
bates surrounding prostitution, the book has 
overlooked the issue of demand, something that 
makes the whole business viable and lucrative 
(for some) in the first instance. 


SELECTION 1 
The Same 
Old Ground 


e PREDICTABLE 
SURPRISES. SURPRISES THE 
| DISASTERS YOU SHOULD 
KT) HAVE SEEN COMING, AND 
m HOW TO PREVENT THEM 


BY MAX H. BAZERMAN AND 
MICHAEL D. WATKINS, HARVARD BUSINESS 
PRESS, PAGES: 318; PRICE: $14.95 


IT APPEARS MAX BAZERMAN AND MICHAEL WATKINS 
wrote this book in a fit of exasperation. Certain 
events shouldn't really be surprises because 
they are well, predictable, they conclude. 

The Part 1 explains how events such as 11 Sep- 
tember and the Enron collapse were foreshad- 
owed by reams of security reports and warnings 
about the lack of auditor independence, respec- 
tively. The authors argue that there was enough 
*actionable intelligence" to avert both calami- 
ties. To emphasise the point, they throw in Hur- 
ricane Katrina, which they say would not have 
been as destructive if the US government had 
acted on warnings to strengthen levees and re- 
hearse emergency evacuation plans. 

In truth, Bazerman and Watkins try to make 
a simple business tenet sound cleverer than it 
really is. The essence of their book can be sum- 
med up in two words: manage risk. Predictable 
surprises (read risks) they argue, are the oppo- 


site of unpredictable surprises, which strike 
without warning. This reminds one of Nassim 
Nicholas Taleb's masterpiece, Black Swan. 

Unfortunately, this book is nothing like B/ack 
Swan. It doesn't have many new ideas, and it 
doesn't break ground in thinking differently 
about problems. Every example is picked for 
lessons for the future. Risk advisory consultan- 
cies have been doing this for years. Putting to- 
gether the back story for each example could 
not have been easy. Security reports and tran- 
scripts of Congressional hearings may be public 
domain, but no one bothered to piece them to- 
gether, and hence the surprises. 

Still, these are things every good manager al- 
ready knows — read a lot, listen to your people, 
connect the dots, plan for contingencies and act 
quickly and decisively when trouble strikes. 

— Pierre Mario Fitter 


SELECTION 2 


ETC UB 





Of Redemption 
A and Salvation 


mansırn 

TO TELL A COMPELLING STORY 
of a dysfunctional family and 
the subsequent decades’ long 
struggle of its eldest daughter 
to exorcise the ghosts of past 
relationships in just 163 
pages is no mean feat. And Gouri Dange 
achieves just that in her maiden novel, 3 ZAKIA 
MANSION (Penguin). We meet Shaheen, the 
central protagonist just as she is posing for the 
family photograph on her 14th birthday, and 
follow her life as her family falls apart — her 
mother runs off with a distant cousin and her 
father becomes senile, thus in a way “orphaning’ 
her and her siblings. We watch as she deals sto- 
ically with a failed marriage and the indiffer- 
ence of her teenage daughter, and rejoice when 
the young architect Manas enters her life. The 
crumbling Zakia Mansion, Shaheen’s childhood 
home, is the site of loss — of her parents, her 
grandmother, her sister and her own childhood 
— and a place that she cannot return to. 

Dange writes with sensitivity and empathy 
and even in so short a novel, manages to pack in 
enough detail to make the characters very real. 
Although one wishes that she has teased out the 
complexities in the relationship between Sha- 
heen and her cousin Ehsaan a bit more. Despite 
being tad rushed in some places, Dange’s char- 
acters are always very believable and remind us 
of the random and immediate ways in which 
strangers become friends. 

—Sumati Nagrath 
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ALERT 


CADBURY'S 
PURPLE REIGN: 
THE STORY 
BEHIND 
CHOCOLATE'S 
BEST-LOVED 
BRAND 

BY JOHN BRADLEY 
JOHN WILEY AND 
SONS 

In India, until quite 
recently, Cadbury's was 
to chocolate what Xerox 
was to photocopying. And 
in this beautifully 
presented book, 
Cadbury's veteran John 
Bradley charts the 
mistakes and the 
successes it took to make 
this iconic brand. It tells 
the story of how it 
travelled from the small 
chocolate shop in 
Britain's Birmingham to 
the shelves of corner 
stores across the world. 
Full of anecdotes, 
insights and archival 
material (including stills 
of early advertisements), 
the book promises to be 
the corporate version of 
Roald Dahl's Willy Wonka 
And The Chocolate 
Factory. 


x 
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A Brief Reform Menu 


Allow 
thousands of 
local busi- 
nesses to float 
bonds on 
hundreds of 
local exchanges 
and raise 
money from 
local investors 





WHILE THE REST OF THE GOVERNMENT IS FRANTI- 
cally manouevring to survive, the finance min- 
ister is reported to have asked his civil servants 
for a list of reforms that can be quickly imple- 
mented. Reforms have been so long offthe Con- 
gress agenda that officers must be scratching 
their heads trying to think up something. But 
for anyone who was in the spirit of 
the times when the Indian economy 
was liberalised, the directions should 
be clear. 

First comes foreign trade. While 
import duties on the average are 
moderate now, agricultural tariffs 
are absurdly high — about the high- 
est in the world. World agricultural 
prices are far above prices in India. 
Even if the tariffs were removed, no 
foodgrains would be imported. Tar- 
iffs on industrial consumer goods, 
such as cars, are also high. Here too, 
competition within the country has 
kept prices much below the landed 
cost of imports (including duty). 
Aslong as excise duties paid by 
domestic goods are imposed on 
imports as well, there will be little 
impact on prices in the country if import duties 
are abolished. 

Finally, there are low but irritating import 
duties on industrial inputs. These duties keep 
the duty-free import replenishment regime 
alive. Indian producers say they cannot export 
at competitive prices if they have to pay these 
duties; so they are given duty exemption on ex- 
ports. The red tape involved in ensuring that 
imported inputs are used only to produce ex- 
ports and do not leak out into the domestic 
market is formidable. It keeps the bureaucra- 
cies of the customs department and the com- 
merce ministry busy; it also makes them two of 
the central government's most corrupt bureau- 
cracies. Abolition of import duties on inputs 
would destroy their business, but it would re- 
duce exporters' hassles and give a tremendous 
boost to value-added exports. The import re- 
plenishment regime signifies the one big differ- 
ence between the Indian trade regime and those 
of China and Southeast Asia. It is the single 
most important factor that explains India's in- 
ferior export performance; its removal would 
level the playing field between Indian exporters 
and their competitors abroad. 


BLOOMBERG 


Next comes the interest rate regime. Interest 
rates in India are considerably higher than in 
most other countries. They prevent investment 
in capital-intensive infrastructure industries, 
increase the costs of Indian exporters, and in 
general enrich lazy rich people and penalise 
entrepreneurs. The high interest rates are due 
to lack of competition in the credit intermedia- 
tion industry, more narrowly known as bank- 
ing. Banks are nationalised, so the central gov- 
ernment and the Reserve Bank mollycoddle 
them. The Reserve Bank has been extremely 
economical with new bank licences, and ab- 
solutely murderous when it comes to non- 
banking financial companies. The result is far 
too little competition in the credit market. No 
one in the government would dare offend the 
Reserve Bank. But the Raghuram Rajan com- 
mittee gingerly proposed issuing regional li- 
cences to new banks provided they catered to 
the rural population. Competition in banking is 
restricted not only by licensing but also by ur- 
ban real estate prices. Government banks have 
branches in properties they rented decades ago; 
they refuse to pay higher rents and continue to 
squat. This gives them an enormous competi- 
tive advantage. Hence, even if new banks are li- 
censed, it will be years before they can give cred- 
ible competition to government banks. The 
government should declare a free season, and 
register all banks that are started before this 


"government falls. A licence waiver would do 


more for borrowers than a loan waiver. 

Finally, the wholesale credit market has failed 
to develop in this country because banks have 
monopolised credit. They do not compete; so 
the lower costs of giving big loans are not re- 
flected in their lending rates. One way of creat- 
ing a wholesale market would be to create stan- 
dard exchange-traded debt products. They 
would be for fixed tenures — short ones to begin 
with, from three months to three years. The 
right to issue them would be restricted to com- 
panies that have a certain capital — say, Rs 100 
crore at least — and a minimum rating of BB. 
Borrowers would issue bonds in denominations 
oftheir choice, and list them on exchanges. The 
government should declare an open season on 
exchanges. There should be an exchange in 
every town where producers and traders can 
raise money from local investors who know 
them. Let us get away from big, national institu- 
tions to small, local ones that fire local growth. 
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FROM MORE EFFICIENT OPERATIONS TO HIGHER ROI, 
YOU CAN LEARN A LOT FROM LOCATION. 


Location intelligence can tell you precisely how and where to grow. How to add more wow 

to customer service. Even how to make your operations more efficient, and your offerings 

more differentiated. To start listening, talk to the location intelligence professionals at 

Pitney Bowes MapInfo. Through comprehensive software, expansive data sets, expert consulting 
and support, we help your entire organisation leverage the unique power of location-centric 
information for better, more informed decisions. See what location intelligence tells you. 

For more information contact us at india@mapinfo.com. Be Location Intelligent® 


See how location intelligence drives key business decisions. 
Download Location Intelligence: The New Geography of Business at mapinfo.com/location64 


©2008 Pitney Bowes Mapinfo Corporation. All rights reserved. Mapinfo and the Mapinfo logo are trademarks of Pitney Bowes MapInfo Corporation. 
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Volkswagen. Das Auto. 


trol * 8 airbags * ABS & ESP * 6-disc MP3 CD changer with 10 speakers * “Vienna” leather upholstery 
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The exquisitely designed, German engineered Jetta. Prestige standard. 


Unbelievable, but true. In the Jetta you will experience a superlative DSG gearbox, excellent fuel efficit 
and the safety of 8 airbags, all happily married to luxurious leather seats and an excessive 10 speaker sy 


It is a sensible choice. For those who enjoy luxury. 










e 1.9L TDI 77 kW (105 PS) diesel engine * 6-speed automatic DSG gearbox with paddle shift * Cruise į 
* 16" alloy wheels * Steering wheel with controls for multi-function display and audio system ° “Cli 
adjustable lumbar support at front * Rain sensor * Anti-theft warning system * “Coming home” and ' 


5-speed manual gearbox. Features mentioned here are not available in all versions. 


Authorised dealers: Bangalore - Elite Motors: (080) 25743225 / 27, 9972922144; Chandigarh - Genuss Mof 
(0120) 2462601-5, (011) 26848377 / 78; Hyderabad - Orion Motors: 9704455011, 9701670008; Ludhiana - Pres 
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How can you manufacture customized 
products at affordable prices? 


The Siemens answer: The digital factory. 


Our innovations combine virtual product planning with state-of-the-art factory automation for 
more flexible production. This also allows individual customer wishes to be realized cost efficiently. 
www.siemens.com/answers 


Answers for industry. 





Editor s Letter 


Silk Route Businessworl 


‘Lo Success 


EVERY TIME YOU BUY A 
product or service, 
your decision is im- 
plicitly or explicitly 
guided by its design. 
Ergo, design is in- 
creasingly critical to 
a company’s success. 
Ergo, designers are 
as important to busi- 
nesses as MBAs. Not 
everyone agrees. 
Many executives and 
students think busi- 
ness is about managing the four 
functions of manufacturing, fi- 
nance, marketing and human re- 
sources. Few see design brilliance 
as competitive advantage. 

Yet it is. Design is not just about 
giving things pleasing shapes. It is 
what architect Ron Pompei called 
the Silk Road of culture and com- 
merce, where all the physical ele- 
ments of a product or function — 
technical, social, economic and 
biological — are harmoniously in- 
tegrated with the psychological ef- 
fects of materials, form, colour, size 
and space. And here’s the rub — 
you can't escape design. It perme- 
ates every aspect of life, from na- 
ture to everything we do or create. 
Even if a CEO ignores design, it 
doesn’t mean his company doesn’t 
design; it just means it designs 
badly, and doing anything badly is 
never good for business. 

As India Inc. attempts to move 
up the global value chain, its suc- 





cess will be greatly 
determined by indi- 
genous design capa- 
bilities. That’s why 
BW and the National 
Institute of Design 
have partnered for 
the past five years to 
recognise the best of 
Indian design. Over 
this period, the num- 
ber of companies in- 
vesting in design to 
create path-breaking 
products and solutions has in- 
creased. India’s brilliance in prod- 
uct design, exemplified by Mahin- 
dra & Mahindra’s Scorpio mHawk, 
India’s first indigenously designed 
world-class SUV, or Oberoi's Vilas 
Resorts, which are among the best 
in the world, is easy to recognise. 
The less visible branch of indus- 
trial design has also reached new 
heights in companies such as Re- 
liance Industries and Tata Steel. 

This process of evolving a na- 
tional aesthetic and integrating it 
into commerce will have more than 
economic value. Design affects 
psyche. What Winston Churchill 
said of buildings is also true of 
other things: first we shape them, 
then they shape us. As exemplified 
by Japan, a little bit of thought — 
not necessarily money — can turn a 
simple road railing into a piece of 
public art. To build a beautiful 
India, we need to give freer rein to 
our designers' beautiful minds. 
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jehangir s. pocha, editor 
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For And Against 


Finance Minister P. Chidambaram should stop 
playing blame games (‘Countering Inflation’ 
BW, 11 August). If we agree that even Ashok 
Desai was not able to handle the inflation 
situation in 1991-93, this does not give an 
excuse to Chidambaram for not taking 
effective decisions to counter the current 
inflation. When he is holding a particular 
position, he is bound to perform his duties to 
the interest of the entire nation and is also 
answerable to all the questions raised against 
his non-performance. Why can't he just 
concentrate on his work instead of counting 
the mistakes of other people? After all, actions 
speak louder than words. Don’ t they? 

Arjun Pai, Mysore 


It was good to see the finance minister's 
response. I have been a reader of BW for over a 
decade and enjoy it very much. Recently, I 
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Powerful Dilemma 


The debate over the Indo-US nuclear deal has become 
more political than economic (‘Going Critical’, BW, 11 
August). But it is a critical issue for the nation. India’s 
goal of supplying 25 per cent of its power needs from 
nuclear plants by 2050 seems unachievable. India has 
thorium reserves — which is a substitute of uranium — 
but even this is not sufficient. As your story says, the four 
critical factors for building nuclear capacity are — 
construction, financing, operating and waste management 
costs. But only one factor is being considered by the 
leaders and their political parties: elections. The 1-2-3 in 
the agreement has become — (1) Election issue; (2) 
Government stability; (3) Coming to power. This nuclear 
deal is a must for India, otherwise it faces a dark future. 


Ankit Gandhar, New Delhi 


have been noticing Ashok Desai’s articles 
becoming negative in tone. Most of the time, 
he takes a holier-than-thou attitude as if he 
knew how to handle things better, but has no 
constructive suggestions. In contrast, your 
other columnists are really informative and 
thought provoking. 

Abhishek Basumallick, on email 
Ashok Desai replies: Thanks, Mr Basumallick! 
I will heed your advice. 


Global Balance 
Your cover story (‘Invest Abroad’, BW, 4 
August) was an eye opener for the middle- 
class investor suffering from ‘home bias’. It has 
inspired my father to diversify his portfolio, 
which was India-centric and, thus, worrisome 
because of the drastically fluctuating Indian 
stockmarket. Some exposure to larger and less 
volatile foreign markets can reduce risks. 
Diversifying slowly and steadily will help 
Indians achieve financial independence. 

Neha Rai, Bhopal 


Passing Comment 
I happened to pick up a copy of your magazine 
while travelling to the Bangalore airport. I 
could not believe how informative the 
magazine is and how well it is put together. 
Its a terrific magazine! And it has news and 
information we rarely seem to get. 

Roland Stewart, US 








Letters may have been edited for brevity. 


BUSINESSWORLD 


HE #1 CHOICE OF 
ERY LARGE 
JUSINESSES IN INDIA 


ell” is the #1 shipped laptop brand to Very 
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India Inc. has realised value 
of design. The story behind 
the Future Group-BW-NID 
Design Awards 2008. 


ƏS Picking The Best 
How the winners of Design Awards 
2008 were chosen. 


4:0 The Innovators 
Winners across six categories, and their 
products. Also, the best student concepts. 


4&8 Truly The Best 
Designer of the year Abhijit Bansod — and 
what sets him apart. 


OO Column: Sudarshan Dheer 
Globalisation of concepts is leading to a 
major changeover in the outlook of design. 


=m 


52 Lifetime Excellence 
P.R.S. Oberois thumb rule is to prioritise 
functionality over aesthetics. 


54 Regaining Senses 
Our aesthetic heritage was lost in transla- 
tion, but is being discovered anew. 


50 Getting Design-wise 
Top auto companies are acquiring 
advanced design capabilities. 


58 Generation Next 
India Inc. is now investing in design, and 
wooing design graduates. 
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J&K is grappling with a new form ofter- 
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Many former executives of Siemens are in 
the dock for managing slush funds. 
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Russian Nobel laureate Aleksandr 
Solzhenitsyn is no more. 
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Do you still believe in the India story or 
are you thinking about investing abroad? 
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Plans to regulate power trading in India. 
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Protests stall Dow Chemical plans. 
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AUS patent notice upsets LPO prospects. 
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Emamis battle for Zandu hots up. 
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Did RCom’s misreporting turn MTN away? 
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Sales of private CNG vehicles have risen. 
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Discussing India's semiconductor industry. 
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Some popular trekking destinations. 


72 Dark Fantasy 


Ferrero Rocher will soon be made in India. 








73 Mesmerising Munich 
Travelling through the land of beer. 
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Innovations to curb poverty; the story of 
Tata Steel; and stories from Nepal. 
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Financial regulations need an update. 


BW & YOU 
OS FEEDBACK 
76 BW OPINION 


Cover Design by Jyoti Thapa Mani 
Photograph: Gireesh G.V. 


BWonline 


businessworld.in 








The popularity of diagnostic tests has 
meant boom time for this tribe... 


Tushar Kanwar tries out the latest desktop 
speakers from Bose and a wireless mouse Total No. of pages 


including cover: 78 


CURRENT AFFAIRS 


Jammu 


Jammu and 
Kashmir is 


grappling 
with a new 


terrorism 


UNDER SIEGE: 
Economic blockade 
has virtually cut off 

Kashmir from Jammu 





AFTER FIGHTING TER- 
rorism from across 
the border for many 
years, Jammu and 
Kashmir (J&K) is 
now grappling with 
economic terrorism 
— by asection of local 
people who have cut 
off one part of the 
state from the other. 
The blockade of the 
Srinagar-Jammu Na- 
tional Highway by the 
Amarnath Sangharsh 
Samiti — led by BJP 
and affiliates — has 
virtually stopped mo- 
vement of essential 
supplies from Jammu 


to Kashmir. 

The immediate im- 
pact of the blockade 
has been felt in the 
state’s famed fruit in- 
dustry. Hundreds of 
tonnes of fruits are 
reportedly rotting on 
the roads. 

J&K’s situation is 
somewhat akin to the 
economic blockade 
on Gaza by Israel. Af- 
ter Hamas took con- 
trol of Palestine last 
year, Israel imposed a 
blockade on Gaza. 
This ruined the dest- 
ruction of Gaza's hor- 
ticulture industry, 


and strawberries 
worth millions of 
dollars rotted away. 
According to UN 
Relief Works Agency, 
unemployment in the 
Gaza region has shot 
up to 45 per cent, am- 
ong the highest in the 
world. It also notes 
that the closures and 
boycott are fuelling 
extremism in Gaza. 
J&K Governor 
N.N. Vohra, who is 
also the chairman of 
the Amarnathji 
Shrine Board, told a 
television channel he 
was ready to resign 
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from the Board. 

Meanwhile, Prime 
Minister Manmohan 
Singh has convened 
an all-party meeting 
to thrash out a solu- 
tion. Singh said that a 
Jammu versus Kash- 
mir situation will only 
help the country’s en- 
emy across the border. 

As BW went to 
press, there were re- 
ports that an all-party 
delegation will visit 
Jammu and the 
Kashmir valley soon. 
For now, that is the 
only good news. 

T.K. Vineeth 


million. The number of credit and debit card numbers compromised by 11 hackers in the US. 


"Breaking our oil addiction is one of the 


greatest challenges our generation will ever face. 





CORPORATE 


Sue Men! 


Why India 
must 

have a 
system 

to check 
slush funds 


IN THE DOCK: Former 
Siemens manager 
Reinhard Siekaczek 


THE CHICKENS FINALLY 
came home to roost in 
industrial Germany. 
On 28 July, a court in 
Munich convicted 
Reinhard Siekaczek, 

a former manager in 
electronics-cum-engi- 
neering company, Sie- 
mens, of running an 
illegal system of bribe 
payments and slush 
funds worth $9 mill- 
ion to acquire contra- 
cts and other favours 
worldwide. He was 
fined $170,000. Siem- 
ens announced it 
would sue two former 
CEOs and nine others 
for their failure in the 
same scandal. 

In the US, the Secu- 
rities and Exchange 
Commission (SEC) 
frequently scrutinises 


JOBLESS CLAIMS UP 


The number of Americans filing first-time 
claims rise. 
Weekly initial jobless claims 
Four-week moving average 
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US multinational 
firms for any violation 
of Foreign Corrupt 
Practices Act. A 2007 
SEC order stated that 
about $200,000 
worth of improper 
payments and gifts 
were paid to Indian 
government officials 
from 1996 to 2001 by 
Dow’s then fifth-tier 
subsidiary, DeNocil 
Crop Protection, 
which was later rena- 
med as Dow Agros- 
ciences India (DAI). 
Interestingly, no 


government regulator 
chose to take action 
against Dow's Indian 
subsidiary. 
Documents with 
BW reveal unlisted 
DATS recent 
financials as of March 
2007. A paid-up 
equity capital of 
Rs 61.83 crore owned 
almost entirely by 
Mauritius-based 
Dow Agrosciences 
Agricultural Prod- 
ucts, and a net profit 
of Rs 39.53 crore. 
Rajesh Gajra 





Close on the heels 
of Indian govern- 
ment winning the 
trust vote in Parli- 
ament, outgoing 
US President 
George Bush has 
fast tracked efforts 
to push the deal 
during his tenure. 
The Bush admini- 
stration has decid- 
ed to present the 
1-2-3 Agreement 
to the Congress by 
the first week of 
September, for 
which it has 
already started 
canvassing on 
Capitol Hill. 


TELECOM 


WHY CHINA 3G IS 


ok association with Siemens. But 
there's a bigger benefit. “The 
Chinese have ensured that a part 
. of the royalty they would give to 
.. Qualcomm will stay in their 
. country," says N.K. Goyal, foun- 
.. der of Communications and Man- 
. ufacturing Association of India. — 
.. The way it works is this: Chinese _ 
` firms will pay royalty to Qualco- | 
. mm for CDMA, and foreign firms — 
` that sell products or services in ` 
-China based on TD-SCDMA will 
pay royalty to the Chinese. That's 
‘smart’ technology for you. $1 


INDIA AND CHINA ARE ROLLING OUT 


third-generation (3G) mobile ph- 
one technology at the same time. 


But China has outsmarted India 


by creating its own 3G standard - 
— Time Division Synchronous - 


Code Division Multiple Access or 


TD-SCDMA, a derivative of US- — 


based Qualcomm's CDMA tech- - 
nology. India has left it open to - 


 GSM and CDMA technologies. 
An indigenous 3G standard gi- 


ves Chinese hardware firms a 


_ headstart in deploying 3G produ- E 


cts. Huawei Technologies. has 
already developed products in ` 
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Security has been 
beefed up in 
Beijing, the host 
city for Olympics 
2008, after the 
deadly terrorist 
attack on 

4 August that saw 
16 Chinese 
policemen dead. 
China has deployed 
massive security 
measures. In the 
picture, Chinese 
police officers 
change shifts at the 
Olympic Green on 
6 August in Beijing. 


MEDIA 


Focus: 


News Corp’s 
mega plans 
highlight the 
potential of 
the Indian 
market 


BACK IN INDIA: 
Rupert Murdoch, 

chairman of 
News Corporation 





India 


SUBHABRATA DAS 


NEWS CORPORATION 
has finally broken its 
silence on India. Rup- 
ert Murdoch, chair- 
man of the world’s 
largest media conglo- 
merate, which also 
owns Star TV in 
India, said in Mumbai 
that Star would lau- 
nch as many as six 
regional language 
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channels in India, 
pumping in an invest- 
ment of about $100 
million. While that 
could be construed as 
evidence of the poten- 
tial of India’s media 
market, the fact is 
that the segment is 
getting overcrowded. 
Murdoch, accom- 
panied by Robert 
Thomson, managing 
editor of The Wall 
Street Journal, also 
announced the launch 
of the Dow Jones 
India Titans 30, an 
index based on 30 
blue-chip stocks that 
will track the 
stockmarket. Dow 
Jones expects to 
license its use as an 
instrument used by 
international inves- 
tors for deploying 
funds in India. 
Gurbir Singh 


SA 


BLOOMBERG 








Save Amazon Fund 


BRAZILIAN PRESIDENT LUIS INACIO LULA DA 
Silva has launched an international fund 
to protect the Amazon rainforest by 
financing conservation and sustainable 
development. The government hopes to 
raise $1 billion within one year, and $21 
billion by 2021, according to Brazil’s 
National Development Bank, which is to 


manage the fund. The funds will be used | 


to promote alternatives to forest clearing 
for people living in the Amazon region. 


The Lebanese cabinet has approved a draft policy statement, which includes a provision 
allowing the Islamic militant group Hezbollah to keep its weapons. 
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GETTY IMAGES 


We'll move your household as carefully as you can imagine. 


know that the picture frame by your bed is 
t just metal, glass or paper. It's a fond memory 
it needs the kind of care our relocation experts 
/e mastered. 


at’s why we have in-house carpenters to build 
cial crating for your prized possessions and 
& artifacts. Similar care is extended to your 
niture. We have dehumidifying systems to 
tect it from damage while traveling through 
ferent climate zones. Special wardrobe cartons 
ake sure your suits are not creased in the least. 


Perforated packing material for footwear allows it 
to breathe. Even toys receive special attention to 
make sure they move and play just like before. 


All this expertise is backed by efficient systems, a 
global network and state-of-the-art infrastructure 
that guarantees your belongings arrive just the 
way you want them. No wonder our clients, both 
national and international, agree that we take 
'Handle with Care’ to a whole new level. 


www.writercorporation.com 
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OBITUARY 


THE 'DE- STALINIST 


NOT MANY KNEW 1970 
Nobel laureate Alek- 
sandr Solzhenitsyn 
before 1962. That 
was the year A Day 
in the Life of Ivan 
Denisovich hit book 
stores. It described 
the desolation of Ru- 
ssia's prison camps 
in detail that few Ru- 
ssians imagined. 
"You have descri- 
bed only one day, 
and yet everything 
there is to say about 
prison has been 
said," said Aleksandr 
Tvardovsky, editor of 
Novy Mir magazine. 
Tvardovsky convinced 
Nikita Khrushchev 


Drug makers 
are feeling 
the heat as 
the US FDA 
increases 
scrutiny 


IN THE EYE OF A 
STORM: Actavis 
has recalled 65 

prescription drugs 








that Denisovich wo- 
uld help 'deStalinise' 
the Soviet Union. 
But Alexey Kosy- 
gin, Khruschev’s su- 
ccessor, curtailed 
Solzhenitsyn's free- 
dom, even deporting 
him for his 1973 


THE US INVESTIGATION 
of Delhi-based Ranb- 
axy Laboratories for 
alleged fraudulent co- 
nduct may have repe- 
rcussions beyond In- 
dia. The increased 
scrutiny of drug pla- 
nts by the US Food 
and Drug Administ- 
ration (FDA) is keep- 
ing generic drug 
makers worldwide on 


masterpiece, Gulag 
Archipalego. Through 


Gulag, Solzhenitsyn 


portrayed Lenin and 
Stalin as unable to 
govern without the 
threat of exile or de- 
ath. As one commen- 
tator said, "Western 
communists who ba- 
sed their economic 
and political ideology 
on Lenin were left 
with a burden of 
proof against them." 

Solzhenitsyn died 
on 3 August at the 
age of 89. He had 
outlived the system 
he battled against all 
his life. 

Pierre Mario Fitter 


PHARMACEUTICALS 


THE WORLD'S MOST EXPENSIVE STREETS 


Paris 


Moscow 


St Moritz 
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Sydney 


10 Mumbai 


Figures are $ per square metre 


Bending Over 
Backwards 


their toes. 

Last week, after 
FDA inspected Acta- 
vis Totowa’s Little Fall 
plant in New Jersey, 





BLOOMBERG 


the company, a 
subsidiary of Iceland’s 
generic drug giant 
Actavis, has recalled 
65 prescription drugs 
from the US market. 
While the company 
insisted that it was 
voluntarily recalling 
the products as a pre- 
cautionary measure, 
the FDA said the 
inspection revealed 
operations that did 
not meet its stan- 
dards for good manu- 
facturing practices. 
Last April, Actavis 
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Ostozhenka, 


Via Suvretta, 


Avenue Princess 
Grace, Monaco 


Severn Road, 
Hong Kong 


Fifth Avenue, 
New York City 


Kensington Palace 
Gardens, London 


Avenue Montaigne, 


Carolwood Drive, 
Los Angeles 


Wolseley Road, 


Altamount Road, 


Source: Wealth Bulletin 


Totowa had recalled 
Digitek, a drug to 
treat heart failure, 
because some tablets 
contained twice the 
active ingredient 
normally found in the 
medicine. 

The defect could 
cause serious reacti- 
ons in patients, said 
US FDA reports. Ac- 
cording to the agency, 
there have already 
been several reports 
of illnesses and inju- 
ries in patients taking 
the drug. Actavis said 
it had 11 such reports. 
But because not all 
adverse reactions are 
reported to the FDA 
or manufacturers, the 
true number could be 
much higher. 

Noemie Bisserbe 


centimetres. The length of the world's smallest snake, recently discovered in Barbados island 





Be it an upgrade to a car, an exchange with the latest model of TV 
or a much longed-for washing machine, Keralites look forward 
to Onam to fulfil their wishes. For Onam is when Keralites - wallets 
laden with annual bonus - merrily indulge their passion for shopping. 


This year, Onam falls on 12 September. And the shopping 
^» spree starts by the first week of August. 


W 
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Nobody delivers Kerala better 


F lanc hetto The week s strategic moves and the movers who made ther 


Anil's private 
equity foray 
Mumbai-based 
Reliance Capital, a 
subsidiary of the 
Anil Ambani-owned 
Reliance Anil 
Dhirubhai Ambani 
Group (ADAG), has 
set up a $1-billion 
private equity fund. 
The fund will focus 


on sunrise sectors 
such as services, 
logistics, realty and 
pharma. Reliance 
ADAG will put in 
about $200 million 
into the fund. 


Aurobindo gets 
USFDA nod 
Hyderabad-based 
drug manufacturer 
Aurobindo Pharma 


has received US regu- 


latory approval to 
manufacture and 
market Alendronate 
Sodium tablets, used 
in the treatment of 
bone diseases, in the 
US. “Aurobindo got 
the US Food and 
Drug Administration 
nod on the first day 
of the expiry of the 
relevant patent and 
the product will be 
launched immediate- 
ly in the US market,” 


HEMANT MISHRA 





the country. Tata 
Group had proposed 
to set up three mega 
plants — a 2.4-mtpa 
steel plant, a 1-mtpa 
urea plant and a 
1,000-MW thermal 
power plant — 
Bangladesh. 


business. Private 
equity is one of the 
key business verticals 
identified by 

Tata Capital in its 
growth strategy. 
Bhandari has over 
three decades of 
experience in the 
financial services 
sector. 


Sun set to shine 

in north 
Chennai-based Sun 
Direct, the direct-to- 
home (DTH) arm of 
the Sun TV Network, 
is reportedly plan- 
ning to expand its 
operations to west- 





Leading position 
Mumbai-based Aegis 
BPO, part of Shashi 
Ruia-led Essar Gr- 
oup, is set to buy Phi- 
lippines back office 
outsourcing group 
PeopleSupport Inc. 
for $250 million. 
This will give Aegis 
an additional revenue 
of $270 million. 
Aegis will also be- 
come a leading player 
in the global BPO 
market with opera- 
tions in India, the 
Philippines, the US 
and Costa Rica. 


TRIBHUWAN SHARMA 


ern, northern and 
eastern regions of the 
country. The compa- 
ny is gearing up to 
launch its DTH oper- 
ations in these 


the company said in a 
statement. New honcho 

Tata Capital, a Tata 
Group company, has 
appointed the former 


head of Centurion 


Tatas withdraw 
Ratan Tata-led Tata 
Group has aban- 





doned its $3-billion Bank of Punjab, regions in the next 
investment plans in Shailendra Bhandari, two months, said 
Bangladesh due to as the head of its Tony D'Silva, CEO of 
political instability in ^ private equity Sun Direct. 
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Yes Bank's 

clean options 
Mumbai-based Yes 
Bank, led by CEO 
Rana Kapoor, has 
tied up with Austra- 
Has Windlab Systems 
to advise its projects 
worth Rs 1,000 crore 
over the next year- 
and-a-half. The 
Australian company 
specialises in de- 
veloping technologies 
that help in locating 
areas suitable to gen- 
erating wind energy. 
Last month, Yes 
Bank had set up a 


100 200 300 


k Agricultural, forestry 


400 


Deal value in $million 


$300-million Clean 
Technology Fund in 
partnership with US- 
based private equity 
firm Global Environ- 
ment Fund. 


Reliance Money 
goes green 

Reliance Money, 

a part of Reliance 
ADAG, has tied up 
with the National 
Multi-Commodity 
Exchange (NMCE) 
to set up a spot 
exchange for trading 
in agri products, 
called National Agri- 
cultural Produce 
Marketing Company 
of India. The excha- 
nge will provide req- 
uired infrastructure 
for electronic trading 
in agricultural prod- 
ucts, which would 
bring greater trans- 
parency, risk mana- 
gement capability 
and price discovery. 
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Sony gets total 
control 

German media 
conglomerate 
Bertelsmann has sold 
its 50 per cent stake 
in Sony BMG to Sony 
Corp. for $1.2 billion. 
This will give Sony 
Corp. full control 
over Sony BMG. 
“This move is consis- 


tent with our new 
growth strategy and 
will enable us to 
focus on our defined 
growth areas,” said 
Hartmut Ostrowski, 
CEO of Bertelsmann. 
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M&M rejigs 
Mumbai-based Ma- 
hindra & Mahindra 
(M&M) has effected 
top-level managem- 
ent changes. Louis 
Pereira has been ap- 
pointed the CEO of 
M&M's automotive 
arm, Mahindra Auto- 
motive. Pereira will 
oversee the develop- 
ment of the Chakan 
plant in Maharash- 
tra. He will also be 
responsible for the 
functioning of the 
plant, which will ma- 
nufacture new prod- 
ucts of M&M and 
Mahindra Navistar 
Automotives. 
Meanwhile, Mahi- 
ndra Renault, the 
joint venture between 
M&M and Renault, 
has appointed Nalin 
Mehta as CEO. 


Airtel reshuffles 
India’s largest cellu- 


m m Asia deals 


SANJAY SAKARIA 


CDH China Management Co., 


Goldman Sachs 
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lar operator, Bharti 
Airtel, has revamped 
its top hierarchy. 
Under the reshuffle, 
Rakesh Bharti Mittal 
and Rajan Bharti 
Mittal would be the 
vice-chairmen and 
managing directors 
of Bharti Enterprises. 
Rajan Mittal, brother 
of Group Chairman 
Sunil Mittal, has 
been elevated as the 
vice-chairman and 
given the responsibil- 
ity of the Group's 
retail, cash and carry 
and realty businesses. 
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Are you still confident of the India story and 
not thinking about investing elsewhere? 


We asked... Pradeep Dokania, head (Global Pvt Client), DSP Merrill Lynch; Prasanto Sengupta, director (Corp. Fin), 
KPMG; V. Ramesh, CEO, Prabhudas Lilladher Financial Services; Ashish Kapur, CEO, Invest Shoppe India; Ambareesh Baliga, 
Karvy Stock Broking; H. Debnath, exec. director, Wealth Mgmt, Angel Broking; Karan Bhagat, CEO, India Infoline Wealth Mgmt; 
D. Mohanty, country head, UTIMF; N. Varshney, national head (MF), Unicon Financial Intermediaries; A. Nirjar, MDP chairman, 
IIM-Lucknow; R. Venkatesan, senior fellow, NCAER; Mukul Bhatia, MD, Citec Eng.; Amit Jain, director, Goldstone Imaging 
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>° Stable politics, a burgeoning @@ Itis imperative for investors to — ^ > Domestic demand in India is 
middle class and young population diversify across asset classes and strong, but we should participate in 
will ensure demand-led growth. 59 geographies. 99 other high growth regions, too. «i 9 
Abhishek Nirjar, MDP Chairman, Pradeep Dokania, Head of Global Mukul Bhatia, Managing Director, 
IIM-Lucknow Private Client, DSP Merrill Lynch Citec Engineering 


YES BEGAUSE: Investors shouldn't be put off by the recent slowdown. India isn't the only 
economy facing problems. All growth cycles have their share of hiccups. The current GDP growth of 7.5 
per cent may not be as attractive as it was last year, but is still very good compared to global standards. 
This is largely due to reforms adopted by successive governments over the past 15 years. A large section 
of the population will enter the workforce over the next 15-20 years. This will boost not only 
productivity, but also domestic consumption. Also, many firms now boast of world-class management 
teams and processes, and earnings continue to rise. Present stock valuations for these firms are thus 
very attractive. India's long-term story is still intact for anybody with five or more year horizon. 





NO BEGAUSE: With an eight-month long correction, clients have been exposed to the risk of 
investing in a single market. Sophisticated investors need to diversify their assets across asset classes 
as well as geographies. Canada and Brazil, for example, have not been affected as badly as others. The 
Reserve Bank of India's liberalised remittance scheme allows every Indian to invest up to $200,000 
abroad a year. The problem is that only few investors want to risk dealing with unfamiliar markets. 
Mutual funds, hedge funds, private equity or other structured products take away the guess work. Many 
wealth management firms also offer high net-worth clients this service. In India and other developing 
countries, coalition politics combined with higher commodity prices may yet derail the growth story. 


MAYBE BEGAUSE: The recent correction was more severe than expected because of 


coinciding global factors such as high commodity and oil prices, and failures in the US financial 
industry, which trickled to other markets. While India's fundamentals are largely intact — public 
spending in infrastructure is likely to grow faster — in the short term, a high-inflation, high-interest 
regime may result in moderation of local consumption. So, investments need to go elsewhere. Experts 
suggest investors put around 5-10 per cent of their investments aside for foreign countries and increase 
it as they get more comfortable. With India well connected to global financial markets, it would be wise 
to build an understanding of what is going on abroad. This is a smart time to diversify. 
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[he fear of a looming slowdown may have gripped markets elsewhere, but Kerala remains happily insulated. Here, the 
'uoyant demand for consumer durables and automobiles is fuelled by the soaring prices of cash crops. And the steady 
nflow of NRI money. Not to mention, the annual Onam bonus. Giving the affluent Keralite more reasons to splurge. 
\nd ensuring that it's business as usual in this marketer's paradise. So if it's guaranteed returns you're looking for, 
<erala is where your brand should be. 


Malayala £> Manorama 


Nobody delivers Kerala better 





Policy World 


Critical 
Messages 


by bill emmott 


THE DATE THAT IS CONVENTIONALLY CHOSEN TO 
mark the beginning of the ‘credit crunch’ in 
the US and Europe is 9 August 2007. One 
year has passed of what the International 
Monetary Fund has described as the worst 
financial crisis since the Great Depression of 
the 1930s. It is, therefore, a good moment to 
ask: what have we learned in the past year? 
The first thing we have learned is that fin- 
ance is a rather technical and esoteric affair, 
a business that can seem disconnected from 
real life. August 9 was simply the day on wh- 
ich a French bank, BNP-Paribas, announced 
that it was unable to put a value on its hold- 





The past year 


companies, is just what happened in Jap: 
in the 1990s. At first, when Japan's financi 
bubble burst, the consequences did not lox 
too bad. But then they gradually accum 
lated, getting bigger and bigger. 

This is why in the first few months after 
August, the big fear was of deflation — as 
Japan in the 1990s. Yet we have learned 
third lesson: that the US and western Eu 
ope are no longer the centre of the econom 
world. Instead of deflation, we have seen 
surge in inflation. For, in the world as a wl 
ole there is no credit crunch. Instead, there 
a glut of credit, of money swirling aroun 
looking for a home. That money is especial 
to be found in China, India, other emergin 
markets, and resource producers such : 
Russia, Saudi Arabia and the Gulf countrie 

Hence, the doubling of oil prices even wl 
ilethe world's biggest economies, the US an 
the European Union, have been slowin; 
That has complicated the task of the Feder: 
Reserve and the European Central Bank i 
dealing with the western credit crunch, fc 


ings of securities linked to low-quality US of the 'credit they should cut interest rates to avoid defla: 
mortgages, known as 'subprime' mortgages. $ s : ion but raise them to prevent inflation. It hz 
That announcement sparked off panic in fi- crunch' in the also meant that the US economy has bee 
nancial markets, Ys which pe^ and US and it ip z y m in a pae fc 
other firms cut their lending to each other, as with the dollar falling, demand for US es 
trust in financial firms’ creditworthiness Europe has ports has been buoyant. That is why the U 
A pie n e i d m car- taught us 4 still ast in € a m ns 
ried on, as if nothing had happened. Unem- e credit crunch began and despite a dro 
ployment did not suddenly increase. Rates of some in house prices of more than 20 per cent. 
economic growth did not suddenly collapse. important The pressure of inflation will be eased a 
The second lesson, however, has been that lessons and when emerging markets such as Chin 


this disconnect was more apparent than real. 

The true origin of the credit crunch lay not in 

the technical announcement by a French 

bank but in the fall in house prices already under way in the 
US, which was leading more and more people to default on 
their mortgages. This was especially true of poorer people, to 
whom lending had been particularly reckless. 

Since then, we have seen how when each bank changes its 
lending policy in what seems like a rational and sensible re- 
sponse to problems, the overall result can be that the prob- 
lems become much worse. Banks stopped lending to each 
other, which raised funding costs. Banks in countries where 
house prices have been falling — the US, the UK, Ireland 
and Spain, among others — have cut their lending to house 
buyers and have tightened the terms they demand from bor- 
rowers. This, in turn, has meant that there is less money to 
buy houses, which has helped the fall in prices to accelerate. 

This process by which a contraction of credit leads to new 
falls in asset prices, a worsening of economic conditions and 
then to more defaults on debts, both by households and 


and India succeed in controlling their ow: 
money supplies and in slowing down thei 
own growth. Strangely, this effort to reduc 
the growth of bank lending in emerging markets could thei 
assist the developed countries to prevent their own lendin; 
from contracting too much, as falling oil and food price 
would allow the Fed and the ECB to cut their interest rate 
further and to supply more money themselves. 

That brings us to the final lesson. In this globally connec 
ted economy, we cannot be sure of the consequences of polic: 
changes and of market movements. Slower growth in Chin: 
and India, combined probably with currency revaluation i 
China, the Gulf countries and other trade-surplus nations 
could bring the world economy back to a sustainable balance 
Or, slower growth could itself bring problems, leading th« 
world into the deflationary spiral that was initially feared. I 
is too soon to judge how this economic episode will turn out. 


The author is a former Editor of The Economist 
policyworld.bw(a gmail.com. 
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Power 
trading in 
India is 

in dire 
need of 
regulation 


DEMAND AND 
SUPPLY: Power- 
starved states are ready 
to pay high rates 

for electricity 


by Kandula Subramaniam 


THE GOVERNMENT WANTS TO REIN IN THE RUN- 
away rates of traded electricity by bringing po- 
wer trading transactions under regulation. The 
move will hit some of India’s biggest power sell- 
ers such as the Kerala State Electricity Board 
(KSEB), MP Power Trading Company, besides 
power traders such as Power Trading Cor- 
poration and Adani Enterprises, which mediate 
the transactions between the buying and selling 
utilities for a commission. 

Currently, the transaction prices are arrived 
at through a bidding mechanism where the se- 
ller calls for price bids for the electricity being 
sold. The power traders organise the buyers. 
The government fears that there are elements 
other than market forces that are driving rates 
up through collusion. 

The government’s intervention would re- 
quire an amendment to a section of the Electri- 
city Act, 2003, to specify that power sourced by 
a state utility from a trading company would be 
subject to regulatory scrutiny and would not be 
allowed to charge runaway tariffs. 

While only 3-5 per cent of the total power ge- 
nerated in India is traded, the price of power be- 
ing traded has gone up in the past two years. Ce- 
ntral Electricity Regulatory Commission data 
shows that 95 per cent of the power traded in 
2006-07 fell in the range of Rs 2-6 per unit. In 
2007-08, more than 53 per cent of the power 
traded was in the Rs 4-8 per unit range, while 
30.55 per cent was traded at Rs 6-8. In 2006- 
07, only 3 per cent of the power traded fell in 
this price band. A new price band of Rs 8-12 per 
unit emerged in 2007-08. There is a margin of 
4 paise on every unit of power traded. 

Power-starved states such as Uttar Pradesh 
are willing to pay high rates while power sur- 
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plus states such as Uttaranchal are ready to sell 
such power through a trading entity. In 2007- 
08, KSEB sold 1,027 million units and the MP 
Power Trading Company, 1,176 million units. 
The Punjab SEB, Bihar SEB and West Bengal 
SEB bought 3,730 million, 1,289 million and 
1,785 million units, respectively. 

B.K. Chaturvedi, member of the Planning 
Commission, who is spearheading policy dis- 
cussions on open access in the power sector, 
confirms that discussions are underway to ap- 
ply regulatory scrutiny on power trading. The 
thinking behind this move is two-fold, officials 
explain. First, is the state that sells ‘surplus 
power, really surplus in power and is not de- 
priving its own consumers? Second, when a 
state utility sells power to another state utility, 
the price of this power is regulated and is well 
below the ‘market determined’ traded power. In 
such a scenario, the question being raised is: 
can there be two rates for sales being made to 
state utilities? 

While an agreement between a private buyer 
of power and a trading company is not going to 
be subject to regulatory scrutiny, power being 
sourced by a state utility from a trading com- 
pany is likely to be under such scrutiny. The 
driving principle here is that a state utility deals 
with the entire society as a whole. 

It is hardly surprising, though, that there are 
opponents within the government for such a 
move (including the finance ministry), as any 
regulation on trading would defeat market 
forces. Their argument is if the overall quantum 
of power supply in the country increases, price 
of traded power would come down. 








bweditor@abp.in 


BUSINESSWORLD 


mmends Windows Vista® Business. 
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CARRY MORE IDEAS. 
AND LESS NOTEBOOK 


The Lenovo ThinkPad X300: Fully-loaded, yet the thinnest ThinkPad ever. 


It's a razor-thin 18.6 mm and weighs only 1.33 kg. But, in its sleek carbon-fibre hybrid frame, the X300 packs 
just about everything a road-warrior needs. This includes an optical drive, built-in 3G wireless modem, 
spill-resistant keyboard, roll-cage protection and a battery that runs for 10 hours on a single charge. 
So, pack one and hit the road. You'll find you have more to think about and less to weigh you down. 
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LOCAL FURY: 
Villagers allege that 
the plant will pollute 
ground water 


Violent 
protests 
stall Dow's 
'R&D 
centre' 
near Pune 


Chemical 


Warfare 


by Gurbir Singh 
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AT THE DOW CHEMICAL INTERNATIONAL SITE AT 
Shinde-Vasuli village, 35 km from Pune, the 
signs of arson are difficult to miss. An entire 
wing of the administrative block is gutted. In 
one office, the charred remnants of an air-con- 
ditioner hang on the window. Near the parking 
lot, a crane stands on its side, its tyres burnt to 
cinders. Part of the wall near the factory entra- 
nce has been demolished, the gates yanked off. 
A.T. Pawar, site manager of Dow Chemical's 
contractor Rohan Construction, estimates a loss 
of Rs 3 crore worth of material that included 
gensets, JCBs (small earth-movers) and a god- 
own — all smashed or burnt on 25 July. “A mob 
of 150-200 set the place ablaze,” he says. “We 
don't know when and how work will restart." 
While attracting scant attention in national 
media, a full-blown agitation seems to have 
broken out against Dow Chemical Interna- 
tional setting up a 100-acre plant near the small 
district town of Chakan. The principal drivers 
behind the protest are warkaris — followers of 
village saints Sant Tukaram and Sant Dnyane- 


shwar — though the villagers are also against 
the plant. The warkaris leader, Banda Tatya 
Karadkar, claims Dow will pollute the ground 
water and environment of Sant Tukaram’s birth 
place, Dehu village, a few kilometres away. 


Real-life Thriller 

The speed of the attack was stunning. At 
around 9 a.m. on 25 July, a large band of war- 
karis, armed with diesel cans and staves, broke 
into the Dow facility, disarmed the security 
guards and set the place ablaze. Villagers rolled 
out huge pipe sections and boulders on the road 
leading to the facility to slow the police posse 
that came in pursuit, giving the perpetrators 
time to escape. In 30 minutes, it was all over. 

Three days later, accompanied by 150 follow- 
ers, the diminutive Karadkar marched to the 
Chakan Police Station 5 km away, announced 
he had led the attack, and challenged the police 
to arrest him. Worried about the fallout, the po- 
lice declined to comply. Even as Shinde-Vasuli 
and the Dow site bristle with policemen, the 
warkari leader has announced a 100,000 
people strong protest rally on 9 August. Suppo- 
rting him are local villagers led by the Loksha- 
shan Andolan, headed by a retired high court 
judge, B.G. Kolse-Patil. The police have banned 
the rally but Kolse-Patil says they will go ahead. 

When construction work began around July 
last year, there was no opposition by locals. A 
factory in the vicinity was seen as a boon since 
there would be jobs available for locals. How- 
ever, when word got around that the facility bel- 
onged to Dow Chemical, a campaign began that 
it was the holding company of Union Carbide, 
and “another Bhopal was in the making”. 

"The local villages were aware of the destruc- 
tion of ground water of a nearby village by acid 
waste from a couple of electro-plating units," 
says Lokshashan Andolan's working president 
Vilas Sonawane. “The village is now officially 
called Kharabwadi (dirty village) So, when 
deep bores were dug in Shinde-Vasuli and soft 
rock filled in, locals got suspicious. 

“It became clear who was involved only in 
January 2008 after Chief Minister Vilasrao De- 
shmukh announced that Dow Chemical would 
be setting up an R&D centre near Chakan,’ says 
Kolse-Patil. The villagers were enraged that the 
village precinct was to host the site of a chemi- 
cal company. As consternation grew, the gram 
sabha of the villages passed a resolution on 16 
January that no work would be allowed. 


Behind The Battle 

In a statement, Dow India denied plans to man- 
ufacture hazardous chemicals at the plant. The 
Rs 400-crore facility is an R&D centre employ- 
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FLUID SITUATION: 

No direct meetings have 
been held between anti- 
Dow protesters, led by 
Justice Kolse-Patil, and 
the local administration 


ing 125 research scientists, “and is expected to 
engage over 500 top class scientists when fully 
operational by 2010”, a statement by Dow says. 

However, documents accessed by the publi- 
cation Intelligent Pune through the Right to In- 
formation (RTI) Act revealed that Dow had 
been given a licence to ‘manufacture’. The reve- 
lation created a furore, and the licensing terms 
were thereafter changed by the Maharashtra 
Department of Industries to ‘R&D’. But accord- 
ing to Intelligent Pune editor Vinita Deshmukh, 
who filed the RTI, *other things remain the 
same, like the use of 20 hazardous chemicals 
and the vague explanation of where Dow is go- 
ing to dispose of toxic waste". On their part, 
Dow officials have given a written undertaking 
that the company would follow rigorous safety 
norms and that “waste chemicals would be 
rightly processed at common effluent facilities 
at Taloja or Ranjangaon”. 

The state government appointed a high-level 
committee in March this year, headed by Union 
Environment Secretary Shyamlal Goyal, to ex- 
amine the complaints. The committee gave the 
company a clean chit, saying that as long as it 
adhered to R&D norms, Dow Chemical should 
be allowed to go ahead. Armed with the com- 
mittee's report, the company approached the 
Bombay High Court and got an ad interim or- 
der for police protection while construction of 
the R&D plant was being completed. 

This led to a face-off between the agitators 
and the district administration. The latter 
brought in a posse of 300 policemen on 24 July 





to help Dow restart construction work. Kolse- 
Patil appealed to the villagers to call off the 
blockade in view of the high court order and an- 
nounced a retreat. Assuming that things had 
turned normal, the police withdrew on the night 
of 24 July. The next day, the warkaris struck. 

Opponents of the Dow Chemical plant at 
Shinde-Vasuli have painted the company as a di- 
abolic organisation that produced the nerve gas 
Agent Orange and napalm bombs for the US Air 
Force' carpet bombing of Vietnam. The Bhopal 
gas tragedy, too, is linked to the company, but 
Dow says that Dow US never owned or operated 
the Union Carbide India plant in 1984 when the 
gas leak occurred. Union Carbide became a sub- 
sidiary of Dow US only in 2001. 

No direct meetings have been held between 
the local anti-Dow protesters or the warkaris 
yet. The state government and the chief minis- 
ter in particular are, on the other hand, deter- 
mined to push through the project. “Our chil- 
dren have stopped going to school," complains 
Shinde village leader Fakira Tamboli. “Sixteen 
of our men are arrested, many are in hiding." 

On the festival of Ashadi Ekadashi in mid- 
July, when the Maharashtra chief minister went 
to the holy temple town of Pandharpur, 150 
warkari sect leaders gave him a signed state- 
ment opposing the chemical R&D facility in the 
“holy land of Saint Tukaram”. If anything, the 
protests and debate over the Dow facility in 
Shinde village is likely to become sharper. 





gurbir.singh@abp.in 


18 AUGUST 2008 28 BUSINESSWORLD 





TOSHIBA i 


Leading Innovation >> 












ve aA e. a 


" 
- - 
^ adi — a 5 a 


A great performance begins 
vith choosing the right platform. 


Loaded with advanced features, higher memory and 
storage, the Satellite range of Notebook PCs from Toshiba 
gives you everything you need and will never let you down. 


Built in 
FM Radio 


Satellite M300-D4310 
PSMDOG-02500P 
* Intel” Centrino” Processor Technology 

- Intel® Core™2 Duo Processor T5550 
ze - 183GHz, 2MB L2 Cache, 667MHz FSB 
E * Genuine Windows Vista” Home Premium 
e 2GB DDR |i 667 MHz 
* 160GB Serial ATA 
«34.81cm (14.1) WXGA Clear SuperView display 
e intel” 965GM Shared 128MB Shared VRAM 
«Face Recognition 
e DVD Super Multi with DVD RAM Support 
* USB Sleep 'n' Charge | 
e 6-in-1 Card Reader 





harman /kardon* 
Speakers 





Toshiba Bundled Softwares: 

Toshiba ConfigFree™ , TOSHIBA Recovery 
Disc Creator, TOSHIBA DVD PLAYER, Ulead" 
DVD MovieFactory" for Toshiba, Toshiba 
Speech System, Acoustic Silencer, Toshiba 
Assist, Toshiba Zooming Utility, Toshiba 

; Power Saver Utility, Toshiba PC Diagonistic 
\ Glossy Mercury Tool, Adobe Reader V8.0, Norton Internet 
Silver Chassis Security™, 2007 (90 Days Trial) 


Stylish Feather- 
touch Buttons 





Express 
Card Remote 





Feel Quality. Feel Toshiba. 


©)1800-11-8674 (&) www.toshiba-india.com 


sales Enquires: notebooksales@toshiba-india.com 


Inside 


?2008 Toshiba India Pvt Ltd, Notebooks Division. Celeron, Celeron Inside, Centrino, Centrino Logo, Core Inside, Intel, Intel Logo, Intel Core, Intel Inside, Intel inside Logo, Intel Viiv, Intel vPro, Itanium P rf 

anium Inside, Pentium, Pentium Inside, Xeon, and Xeon Inside are trademarks or registered trademarks of Intel Corporation or its subsidiaries in the United States and other countries. Microsoft e O j m a n ce 
Vindows and OneNote are either registered trademarks or trademarks of Microsoft Corporation in the United States and other countries. All other products and names mentioned are the property of 

'eir respective owners. Availability and configurations may vary by country. Battery has a 1-year carry-in International Limited Warranty. While Toshiba has made every effort at the time of the press to g O 


nnouncement to ensure the accuracy of the information provided herein, product specifications, configurations, warranty, pricing, system/component/options availability are all subject to change 
ithout prior notice. Toshiba will not be liable for editorial, pictorial, and typographical errors. For online warranty registration, please visit www.toshiba-india.com 








entsumarcom/TOSHIBA/ 102/08 


In The News 





patents 


Outsourcing 


A US notice 
on patent 
outsourcing 
has caused 
a lot of 
confusion 


FEAR FACTOR: Indian 
LPOs such as Pangea3 
claim the US order will 

not affect them 


Snags 


by Gauri Kamath 


IS THE US TRYING TO DISCOURAGE ITS COMPANIES 
from availing of cheap legal services from low- 
cost economies such as India? At the heart of 
the debate is a recent notice by the United 
States Patent & Trademark Office (USPTO) to 
persons and companies who send information 
regarding their inventions overseas in the 
course of patenting them. The notice clarifies 
that unless this ‘export’ of information is 
intended to facilitate the filing of a foreign 
(non-US) patent, it will need to be cleared by 
the Bureau of Industry and Security, or BIS, in 
the US Department of Commerce. The BIS is 
concerned with advancing US economic inter- 
ests without compromising its security. 

It is common practice for US companies and 
law firms to avail of cut-price services from In- 
dia for things like patent search and drafting to 
aid the filing ofa US patent. According to Pune's 
ValueNotes, patent services made up 20 per 
cent of the value of legal services outsourced to 
India’s so-called legal process outsourcing, or 
LPO, companies in 2007. It estimates the 
overall Indian LPO business at between 
$225 million and $240 million, at least a 50 per 
cent jump over 2006. 





SANJIT KUNDU 


Information that clients disclose’ to these 
LPOs in order to help them do their job appears 
to fall under the purview of the latest USPTO 
notice, stoking fears that this might put the 
brakes on patent services outsourcing. The US 
stance “will certainly kill all patent outsourcing 
(and) likely will also kill a lot of technical deve- 
lopment outsourcing as well”, writes Gene 
Quinn, a patent attorney at the Maryland-based 
patent law firm White & Quinn on his blog 
IPWatchdog.com. Quinn, who is opposed to 
legal services outsourcing, thinks this recent 
notice will “bring jobs back to the US”. 

But that is an extreme reaction, says David 
Perla, co-CEO of New York's Pangea3, a leading 
LPO that employs lawyers in India. Perla 
explains that in the first place, only those com- 
panies that have inventions around certain 
specified software and dual-use technologies 
need BIS clearance to send information 
overseas. And Pangea3 does not have any busi- 
ness in that area, he says. “A lot of companies 
don't outsource that,” he adds. 

Besides, the USPTO has merely restated an 
old rule. The only impact, says Perla, is “confu- 
sion in the short term" as companies inquire 
whether this changes anything. “Large corpora- 
tions have quickly recognised that the notice is 
merely a re-statement of current law and pol- 
icy, he says. "They realise that there is no need 
to change their current pro-outsourcing pos- 
ture.” Perla alleges that “certain patent law firms 
are using the notice to misinform and mislead 
clients and potential clients". 

The notice does not explicitly ban patent 
offshoring, says Neeraja Kandala, principal 
analyst for legal services at ValueNotes, though 
any need for government clearance has the 
potential to slow things down. “But to under- 
stand the implications, we need to investigate 
this further,” she says. 

The USPTOS decision to issue a clarification 
suggests that at least some companies might 
not have been aware of this rule. *A great 
majority of the Indian law firms may not have 
been aware... till the notice," writes Shamnad 
Basheer, a patent expert, on his blog spicyip. 
But he suggests that less than 10 per cent 
of outsourced patent applications might 
be affected. 

In the meantime, Pangea3 has drafted a 
formal response to its clients explaining 
how the notice impacts the current patent 
prosecution work outsourced to India. For 
the moment, "there is still confusion", says 
Perla. But he expects it to die down as things 
become clearer. 
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Unbound Economy 


Lessons In 
Humility 


by kenneth rogoff 


WILL TODAY'S EVER WIDENING GLOBAL FINAN- 
cial crisis mark the end of the era of financial 
triumphalism? Ask a lay person to list the 
ten great innovations that drive our world 
today and you probably won't find too many 
who mention the Black-Scholes formula for 
pricing options. But for the financial com- 
munity, pioneering formulas that paved the 
way for modern hedging strategies should 
get just as much credit for the passing period 
of rapid global growth as cellphones, com- 
puters, and the internet. 

Until the past 12 months, finance advo- 
cates seemed to have a strong case. By help- 





The latest 


effort to save government-sponsored behe- 
moths that have outlived their usefulness. 

Advances in the field of finance have had a 
beneficial impact in raising and smoothing 
global growth. But there is also a cyclical ele- 
ment to it. When home prices were soaring, 
the geniuses behind mortgage finance 
seemed infallible. Now that prices are 
falling, the strategies don’t seem so brilliant. 

It is an old story. Back in the early 1980s, 
financial engineers invented ‘portfolio insur- 
ance’, a fancy active hedging strategy for con- 
trolling downside risk. They made piles of 
money. Unfortunately, when global stock- 
markets crashed in October 1987, the insur- 
ance turned out to be useless, mainly be- 
cause markets for hedging collapsed. 

In the late 1990s, the US hedge fund 
Long-Term Capital Management convinced 
the world that its partners were masters of 
the universe. For a while, it consistently 
made outsized profits, supposedly due to its 
Nobel-prize backed financial expertise. In 
1998, when LTCM went bust, it became all 


š : Le m à i 
ing to spread risk, high-tech finance could crisis proves too clear that the firm was basically making 
help economies grow faster. Macroecono- massive quantities of simple bond trades. 

mists celebrated the ‘Great Moderation’ of that the For governments, the key to success in 
the p epee "os oe erences entire system inde eon m E in iei 
seeming to become milder and less frequent. aining few constraints during boom times. 
And, of course, the financial community was for global This is difficult to do, because boom times 
making money hand over fist, creating financial make people who warn of risks seem like 
scores of millionaires and billionaires. à a doom mongers. So, it is important that they 

Governments were cheerleaders, too. In regulation 1S allow financial firms to fail occasionally. 

anglophone countries, presidents and prime in need of Is the current gilded era of financial tri- 
ministers boasted of superior financial sys- d umphalism over? There is talk in many 
tems that were the envy of the world. When an up ate countries that the time has come to ensure 


French and German leaders complained 

that the sprawling and unregulated tentacles 

of new finance posed huge risks to the global economy, they 
were derided as sore losers. Small countries such as Iceland 
decided to get in on the action by privatising their banks and 
setting up their own financial centres. 

Now Iceland’s banks, having borrowed several times the 
national GDP, have debts far beyond what the small coun- 
trys taxpayers can absorb. Even the conservative Swiss gave 
in to the temptations of high-tech finance and the riches it 
promised. Today, the two largest Swiss banks are sinking in 
liabilities that exceed seven times the country’s income. 

Of course, the mother of all bail-outs is the absurd blank 
cheque the US government is granting the giant home mort- 
gage lending agencies Fannie Mae and Freddie Mac, which 
hold or guarantee $5 trillion in mortgages that are looking 
increasingly dubious. It is ironic that US Treasury Secretary 
Hank Paulson, a former head of Goldman Sachs, a firm that 
exemplifies financial triumphalism, is spearheading the 


that the entire financial system is subject to 
much stricter regulation. 

Financial firms are screaming murder, but it is not obvi- 
ous that broader and better financial regulation would be a 
bad thing. In my research on the history of global financial 
crisis with Professor Carmen Reinhart, we find that eras of 
heavy financial regulation tend to have fewer financial crises 
than lightly regulated free-wheeling eras, such as those asso- 
ciated with the recent period of financial triumphalism. 

No one is suggesting that we go back to the financial re- 
pression of the 1950s, but the latest crisis has left little doubt 
that the entire system for global financial regulation is in se- 
rious need of an update. It is time to leaven financial tri- 
umphalism with some humility and common sense. 


Kenneth Rogoff is Professor of Economics and 
Public Policy at Harvard University, 

and was formerly chief economist at the IMF. 
© Project Syndicate, 2008. 
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NDIAN consumers like their products at 
a bargain, but they still like them pretty, 
trendy and user-friendly. No more can 
Indian or multinational companies get 
rich in India by dumping, dated or 
clumsy products on Indian consumers. 

“In India, aesthetics and design have been 
neglected, but now businesses have recognised 
the importance of design,” says Anand Mahin- 
dra, vice-chairman and managing director of 
Mumbai-based auto major Mahindra & Mahin- 
dra (M&M). “They have discovered that Indian 
consumers are sensitive to design even in low- 
cost products.” He points out that Maruti 
Suzuki's mid-range hatchback Swift is selling 
extremely well for this reason despite not being 
the cheapest or the most fuel-efficient car in its 
category. 

C.V. Raman, Maruti Suzuki's chief general 
manager for R&D, concurs only too readily. 
“Aesthetics and trendiness are becoming as im- 
portant factors to Indian consumers as price,” 
he says. That is also the reason, according to 





him, for the Swift's new, 3-box variant DZire 
selling faster than a roomier and more fuel-effi- 
cient Logan from Mahindra Renault. 

Raman also points out that instead of 
offering outdated or unsuitable cars to Indian 
consumers, the global car makers are now 
designing cars specific to Indian consumers' 
needs and preferences. For example, Renault 
has set up a design studio in India and it plans 
to create a small car in partnership with Bajaj 
Auto. And Ford is working on an Indian version 
ofits 2007 small car, Verve. 

Design is also the vehicle that Indian au- 
tomakers are using to gatecrash into the global 
markets. For example, the Hoshiarpur-based 
farm equipment maker, Sonalika Groups fledg- 
ling car company, Indian Cars and Motor 
(ICML) has hired the Turin-based design firm, 
Pininfarina, to design a saloon and an SUV on a 
common platform. *We want vehicles that we 
can sell in Europe as well as India” says Raman 
Mittal, director of ICML. 

Watchmaker Titan Industries and its jew- 
ellery division Tanishq are also using design to 
open up new markets at home and abroad. “We 
don't have the watchmaking heritage like Euro- 
pean brands, so we focus on contemporary de- 
signs, says Suparna Mitra, head of marketing at 
Titan. The company has carved a niche in the 
Middle-East and South-east Asia with its ultra- 
slim Edge watches. Now it is trying to reach out 
to global consumers through its Aviator Series. 

Tanishq has used design innovation to break 
the stranglehold of traditional jewellers in the 
Indian market and become the largest jewellery 
brand in India. It has made an encouraging 
start in the US market offering locally relevant 
minimalist designs. 

According to Kishore Biyani, chairman of 
Mumbai-headquartered Future Group, India's 


Indian businesses 
have realised the 
strategic value of 
design, finally 

by Feroz Ahmed 


biggest retailer, design is becoming a critical 
component of business strategy for Indian com- 
panies, particularly in retail. “Our stores are de- 
signed for crowding as Indian consumers tend 
to shop where others are already shopping,” he 
says, adding, “And the visual cues in the stores 
are arranged to evoke greed and fear among 
customers with the objective of making them 
buy more now, instead of economising or defer- 
ring their purchases.” 

Design comes in handy to push a product up 
the value chain. Bangalore-based United Spirits 
(USL) is using creative blending and packaging 
to lift its Romanov vodka brand from the bot- 
tom of the market to the mid rungs. The com- 
pany launched Romanov Red in July with an 
altered formula and a dramatically new packag- 
ing. Romanov Red is made with alcohol pro- 
duced from multiple grains instead of the mo- 
lasses-derived alcohol used in the regular 
Romanov. More importantly, it packaged the 
new, improved Romanovina red bottle with the 
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label printed on the bottle itself. 
The company is charging 40 per 
cent more for Romanov Red 
compared to the regular Ro- 
manov, though its packaging cost 
is 15 per cent lower. 

Taj Mahal Hotel in Delhi has 
used design to turn a low-potential 
nook of its property into a premium Ç 
restaurant. In May, the hotel opened its 
Japanese restaurant, Wasabi, below its | 
lobby, an area where there is no view and no EU 
natural light. But, its designer, London-based 
Marioandtheo, ensured that customers do not 
sense that by turning Wasabi into a theatre of 
lights, blending coloured lights with white 
lights. The restaurant is patronised by the capi- 
tal's elite and global travellers, according to 
restaurant manager Akshay Tripathi. 

Still, design is yet to permeate Indian busi- 
ness pervasively. According to Darlie O. Koshy, 
director of Ahmedabad-based National Insti- 
tute of Design, the outstanding examples of In- 
dian companies having used design for building 
corporate brand and gaining a competitive edge 
in the market at home and abroad are still lim- 
ited to a few groups such as the Tatas. 

However, as Indian consumers get exposed to 
global goodies, they are unwilling to accept 
anything but the best and the latest. So, compa- 
nies have no option but to infuse their offerings 
with innovative and aesthetic designs. Else, the 
borders are open. 
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Products such as Titan 
Aviator, LG Scarlet LCD, 
Tanishq jewellery, and 
Mahindra Scorpio have 
— - distinguished them- 
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Judging Brilliance 


(From left) Lalit Kumar 


Das, Pradyumna Vyas, 
Sudarshan Dheer, 


Anand Mahindra and 


Subas Pani 


DESIGN ELI 





W received 71 entries in 12 categories 
for the 2008 design brilliance awards 
— 10 in design discipline categories, 
and one each for Designer of the Year 
and Student Concept of the Year. The 
Lifetime Achievement Award, as always, was 
considered on a nomination basis. 

The entered designs could not be older than 
two years. The time limit is not shorter because 
it takes time for a new design to prove itself in 
the market. The jury met on 24 and 25 July to 
decide the winner. 

The jury comprised five eminent persons: 
Anand Mahindra, vice-chairman and manag- 
ing director of Mahindra & Mahindra; Subas 
Pani, secretary of the Planning Commission; 
Sudarshan Dheer, the internationally ac- 
claimed graphic designer and CEO of Mumbai- 
based Graphic Design Concepts; Lalit Kumar 
Das, head of industrial design department at 
Indian Institute of Technology, Delhi; and, 
Pradyumna Vyas, head of industrial design de- 
partment at the National Institute of Design 
(NID), Ahmedabad. 

For adjudication, the jury decided to base 
their evaluation of design on four key criteria — 
functional innovation, contextual relevance, 
user-friendliness and aesthetic value. 





Only those categories 
were awarded in 
which entries met 
minimum standards 


The judges also decided that awards will be 
given in only those categories where the entries 
measure up to a minimum acceptable design 
excellence. They deliberated for two days, and 
chose not to give any award in four categories. 
The jury picked winners in six categories of spe- 
cific design discipline — digital design, product 
design, furniture design, fashion and lifestyle 
design, transportation and automobile design, 
and packaging design. They also decided on 
winners in the three broader categories — de- 
signer of the year, best concept design by a stu- 
dent, and lifetime achievement. 

Mahindra excused himself from judging the 
transportation and automobiles category, as his 
company has just taken over Kinetic Motor, 
which had sent an entry for the award. 
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ENGINEER - Suppliers design 

the engine assembly in Autodesk® 
Inventor™ software, which can 
then be easily incorporated into 


CONCEPT - The initial designs for the tinal prototype. 


the vehicle are developed with 
Autodesk® AliasStudio™ software. 


Autodesk 


COLLABORATE - With integrated 
data management, design data can 
be shared easily from concept 
through manufacturing. 
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HOW DIGITAL PROTOTYPING 
DRIVES THIS NEXT-GENERATION 
RACER TO THE FINISH LINE. 


Image courtesy ot Daniel Simon, 
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Architects ot 


Those who made our lives more beautiful 
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LIFESTYLE 
Neil Foley and Abhijit Bansod 


For Titan Aviator and Titan Heritage 
collections, respectively 


INTRODUCED IN 2007, NEIL FOLEY'S AVIATOR COL- 
lection and Abhijit Bansod's Heritage collection 
of watches have redefined the brand image of 
the watchmaker Titan Industries. 

Foleys large, chrome-framed masculine 
watches draw their references from World War 
II planes whereas Bansod's work is inspired by 
the architectural wonders of India. While Fo- 
ley's collection would appeal to anybody with 
interest in robust watches, Bansod's designs 
cater to Indians pride in their heritage. 

Foley's 10 designs in the Aviator collection 


SUBHABRATA DAS 


Gokhale (right) and 


DIGITAL DESIGN 


Design Directions 


= For graphical user interface in 


an endoscopy machine 


DESIGN DIRECTIONS CAME OUT TOPS IN THE DIGITAL 
design category with its graphical user interface 
(GUI) for an endoscopy monitoring and record- 
ing device, Stryker Device Capture Ultra. The 
firm has extended its record of winning in each 
edition of these awards. 

At its core, the machine offers surgeons 
unique high definition-encoding capabilities 
for capturing videos of surgery, and 
archiving those for future referral or pre- 
sentations. It also offers functions such 
as patient scheduling and information 
storage pertaining to the surgeons, 


are inspired by iconic fighter aircraft such as 
Mustang, Spitfire, Hurricane and Messer- 
schmitt ME 109. He has translated his visual 
impression of fighter planes’ parts, such as 
fuselage, cockpit, instrument panel, tail fins 
and propellers into shapes of dials, hands 
and straps. “The idea was not to put a plane 
on a watch and be done with it, he says. 
Also, he has used multiple displays within each 
watch to give them the feel of the aircraft 
instrument panel. 

Bansods set of nine creations in the Heritage 
collection are lyrical in design. The most popu- 
lar is the Taj watch, which mimics the colourful 
inlay work of the Taj Mahal’s marble walls. The 
other architectural inspirations in this collec- 
tion include the Konark wheel, the temple 
mandala and the cosmic stambha. Says Ban- 
sod, “This collection is for those who are proud 
to flaunt their Indian cultural identity.” 
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Innovation 


and comfortable through design 


nurses and other operation theatre staff associ- 
ated with each surgery. 

According to Falguni Gokhale, director of 
Design Directions, the easy-to-use interface 
helps improve productivity and quality of oper- 
ation theatre staff. “It reduces the chances of 
human error and allows the OT staff to focus on 
their critical jobs before, during and after surgi- 
cal procedurs,” says Parekh. 

The hardware of the product was designed in 
Paris and the software in Bangalore. 

In fact, the GUI is a key feature in competi- 
tive trials and for winning deals in the US. 
Thanks to the new user-friendly interface, 
Stryker’s sales of this line of product are up 
about 44 per cent this year. 

Hemant Karandikar, head of marketing and 
brand strategy, says that the GUI design team 
spent a year on prototyping and getting feed- 
back from the users on the GUI designs. 


Vishal Krishna 
















DRAWING 
INSPIRATION: 

Neil Foley’s Aviator 
collection (right) has 
large, chrome-framed 
masculine watches that 
draw their references 
from World War Il 
planes; the Konark 
watch (below) from the 
Heritage collection 


TRANSPORTATION 


Kinetic Motors 
For Kinetic-SYM Flyte 


IN THE 1980S, KINETIC 
Motor’s Luna defined what a 
moped was. The Pune-based 
company is now trying to de- 
fine what a scooty should be 
with its new model, 
Kinetic-SYM Flyte. 

Most significantly, this 
scooty has its fuel tank 
the handle-bar section 
and not under the seat. 
That means a rider does 
not have to get off the ve- 
hicle and lift the seat to re- 
fuel it. It also frees the 
space under the seat for 
storing a helmet and a tool 
kit. Flyte comes with a power 
point to charge a mobile phone. This 
scooty also has a longer wheelbase for bet- 
ter stability, and for better safety, its mirrors 
are designed to fold on impact. 

Designed by Kinetic Motor in collaboration 
with SYM of Taiwan, Flyte has tried to make up 
for the previous deficiencies in scooty design. 
The market research for this vehicle included 
studying customer lifestyles and aspirations, 
and their preferences for functions and visual 
appeal in a small two-wheeler. 

“This feedback was used to fine-tune per- 
formance and design-related aspects,” says 
Ajinkya Firodia, senior vice-president for sales 
and marketing at Kinetic Motor Company. 

With Mahindra & Mahindra acquiring Ki- 
netic Motor's business assets, Flyte will have 
more financial and distribution muscle. 
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IMPROVED VERSION: 
Ajinkya Firodia with the 
Kinetic-SYM Flyte, 
which comes with a 
mobile-charging point, 
longer wheelbase, and a 
fuel tank in the handle- 
bar section and not 
under the seat 
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Onio Design 


Onio's Prakash 
Khanzode examined 
beds in 15 hospitals 
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PRODUCT 


Icarus Design and 
Ticket Design 


BANGALORE-BASED ICARUS DESIGN IMPRESSED 
with its innovative device that allows doctors to 
not only hear heartbeats on a stethoscope but 
also see its activity in wave form on a screen. 
And Pune-based Ticket Design showed bril- 
liance in achieving simplicity in communica- 
tion and industrial control devices. 

Sapna Behar, design director at Icarus De- 
sign, says that ViScope100, which incorporates 
a tiny digital screen on the traditional stetho- 
scope, removes the need for speculative ECG 
tests. "The idea was to come up with a product 
that could help isolate non-worrying factors 


PUNE-BASED ONIO DESIGN HAS DESIGNED A 
minimalist yet ergonomic hospital bed, called 
Veta Bed for Godrej Interio. This new bed is de- 
signed out ofa combination of plastic on the top 
and steel at the bottom. The patient's skin 
would not feel any iron while resting on the bed. 

Prakash Khanzode, director of technology 
and innovation at Onio, and his team spent two 
months in 15 hospitals around the country, ex- 
amining beds and talking to over 100 doctors 
and patients before coming back to the drawing 
board to design the bed. The result is an er- 
gonomic bed with flexibility so that it can be po- 
sitioned for every kind of orthopaedic treat- 
ment and sleeping postures. 

Khanzode and his partner Manoj Kothari 
focus a great deal on the contextual aspect of de- 
sign. According to Kothari, design begins with 
knowing the market, the user, the society and 
the technology available. 

The firm that started with one PC in a garage 
a decade ago has now grown into a full-service 
design outfit. Onio gained another partner 
recently, Anil Chouhan, who has a decade of 
experience in the US. He gives the firm the 
global connection that is now a pre-requisite for 
firm branding and international business. The 
rest, as they say, is a grand design of destiny. 


Vishal Krishna 
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such as gas at first glance itself instead of going 
for an ECG test, which is anything but cheap” 

Icarus received its brief from the Indian sub- 
sidiary of Melbourne-based HD Medical Ser- 
vices, with the relevant electronic devices in a 
box as large as a shoe-box. It managed to create 
a semi-elliptical plastic panel on the stetho- 
scope that doctors could hold in their palm even 
as they used the stethoscope. The client insisted 
that the doctors be able to carry ViScope100 
stethoscope around their neck or in their pock- 
ets. The next challenge is to make ViScope 
transmit data to computers, says Behar. 

On the other hand, Ticket Design has won the 
award for its work for New Delhi-headquar- 
tered Bharat Sanchar Nigam (BSNL). It has de- 
signed a multiplay device to offer an on-de- 
mand video service, and a logic controller for 
controlling machines on production lines. 

The multiplay device works on BSNL's copper 
wire network and is very easy to use. It keeps 
buttons to minimum, points out Nishma Pandit, 
director and principal designer. “This product 
allows first time users to use interactive cable,” 
says Balakrishna Mahajan, her partner. 


Dhanya Krishnakumar 
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PROVIDING BACKBONE SUPPORT TO BUSINESSES EVERYWHERE 


Whether you're a global Fortune 500 company or a small business, we have what your business needs. Be it IT Applications, 
Hardware Solutions, Remote Infrastructure Management or BPO, for all your backbone support you can trust HCL. Our work 
in the field has helped us garner the rank of the No. 1 Infrastructure Outsourcing Vendor* and has made us the premier 
System Integration company of the nation. So rest assured that we'll make it our business, to manage yours. 


*HCL is the No.1 Infrastructure Outsourcing Vendor in “The Black Book Of Outsourcing - 2007" by Douglas Brown and Scott Wilson. 
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ADVANCE MOVE: 
Sapna Behar's 
ViScope100 incorpo- 
rates a tiny screen on 
the stethoscope 


TECHNOLOGY 
that touches lives 
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WHEN UNITED SPIRITS LTD (USL) DECIDED TO COME 

Pac KAG | N G out with an entry-level wine priced below 

Rs 500, the company decided to target young- 

I D . sters who want to drink wine but cannot afford 

carus Sign it or find the details on vintage, grape variety, 
vineyard region and taste notes too tiresome. 

So, George Mathew and his team at Ban- 
galore-based Icarus Design had to come up 
with a name and packaging for an everyday 
wine that would be easy to name. 

According to Mathew, the name Zinzi 
made sense not just because it had a zingy 
quality to it and felt good on the tongue, 
but it was also something that people 
could remember. *Normally wine bottles 
come with a serious undertone,” says 
Mathew. *With Zinzi, even the label had 
to have an element of fun and life. The 
colours we've used gel completely with 
the bottle and the content." 

The label was made lustrous with stark 
colours and metallic finish. If Zinzi suc- 
ceeds in giving wine a new image among 
India's youth, Mathew and Icarus Design 


For Zinzi wine's packaging 
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STUDENT CONCEPT Nikhil Karvall and Abit Khopkar 


For mobile phone for the partially 
literate and fuel dispensing unit, 
respectively 


NIKHIL KARWALL DEVELOPED A MOBILE PHONE 
for the partially literate — those who cannot 
read but can recognise numbers — before pass- 
ing out of IIT-Bombay last year. 

He had been fascinated by the way near-illit- 
erate people did not use the phone book at all. 
Instead, they jotted down phone numbers in 
pocket diaries, distinguishing each entry by a 
few distinct digits. Karwall's mobile phone al- 
lows saving and recalling of phone numbers by 
key digits instead of names. He now works for 
Persistent Systems in interface devices. 

The other winner of the category is Abhijeet 
Khopkar, who designed a fuel dispensing unit 
for Larsen & Toubro while he was a student at 
the National Institute of Design. Khopkar says 
that his design is cost effective and avoids any 
congestion in the bunk. Khopkar now works for 
Mumbai-based MIRC Technologies. 
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SATHEESH NAIR 
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SMART LOOK: 
George Mathew’s team 
: designed the Zinzi label 
can claim a big chunk of the credit. with stark colours and 
metallic finish to appeal 
Dhanya Krishnakumar to youngsters 








YOUNG INNOVATORS: Nikhil Karwall's mobile 
phone for the partially literate (top) and Abhijeet 
Khopkar’s fuel dispensing unit are smart gadgets 
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) Looking at the needs of the financial market of India, IISE's Finance Specialization for 
9 PGDM programme aims at developing soft skills in which we provide coaching but 
examination is conducted by National Stock Exchange. Details are given below : 
1. NCFM Modules & AMFI Certification 
* Financial Market (Beginners' module) * Capital Market (Dealers' module) 


* Derivative Market (Dealers' module) * AMFI (Advisory module) 

* Depository module 
2. Students have done one in-house SAP^ Business One (ERP) project for IISE and are capable of applying 
these skills as Functional Consultant in any Company. They are proficient in application of CRM, Sales 
Opportunities and Service Management. 
3. IRDA certification through IRDA examination, where students appear on the authority of an Insurance 
company. 
4. 'Post-Graduate Diploma in Banking Operations’ (including Finacle in association with PNB-RTI) 
5. Business Process Reengineering (BPR), 6. Six Sigma, 7. Tally, 8. SPSS, 
9. NIS course on selling skills 


90 PGDM students having passed this Course are available for Autumn Training of 3 months starting from Sept- 
Oct. 2008, during which the Companies can test their fitness for final placement. Companies can select 
candidates of their choice in August-September. Top companies have taken all our students in previous years 
before finishing the Course. Please email - iise@iiseindia.com or phone 
HR Head - Mrs. Shilpi Saxena on 09235597500, Prof. Vibhor Mishra on 09450960001 or 0522- 2750620. 
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Kanchana Bihari Marg, (off Ring Road via Kalyanpur), Lucknow-22. India Website : www.iiseindia.com 
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An unwaverin 
The result 


1. Consequent to allotment of two bonus shares 

every share held, the authorised capital has be 
increased to Rs. 400 crore and paid up capital 
Rs. 396.47 crore. 


UNAUDITED FINANCIAL RESULTS 2. The activities of Panna Diamond Project hz 
FOR THE venti ENDED m fo JUNE 2008 remained suspended during the year, as per ' 


Rs. in crore) directions of MP Pollution Control Board and | 
Jited Empowered Committee of the Hon'ble Supre! 








o 1 Court and there is no change in the status 
Z cZ LIT s cm oe 30-Jun-07 3⁄4 3 UPFO plant. 
1 ome from keep 4 673. 15 4 ,081. 66 | 571131 | j 
2. Other Income | 189.22 150.09 670.53 | 3. It has been decided to lease/sell the plant a 
| 3. Total Income . 1,862.37 1,231.75 6,381.84 © machinery of Lalapur Silica Project. 
4. Total Expenditure 
| , a) Increase (-) / Decrease (+) in stock in trade -25.82 013 | -30.17 | 4. The Company has received 3 complaints fr 
| b) Consumption of Stores & spares | 34.84 31.38 | 175.33 | investors and all of them were disposed í 
| c) Employees Cost 64.54 51.54 355.62 | 
d) Selling Exps incl. Freight out |... 21071 12244 | 518.56 therefore, complaints lying unresolved at ! 
| e) Depreciation | 16.04 13.55 60.00 t 2 u 
| f) Other Expenditure 73.57 6315 | 355.03 | quarter ended 30-June-2008 be treated as "NI 
5. faterest TM iens EN racks ir! | 5.The above results have been reviewed 
6. Exceptional Items | š - | -— the Audit Committee at its meeting held 
| : boy den ee — €— Tax (3)- -(4+5+6)] — ee TD | 24-July-2008 and approved by the Board 
. Provision for Tax - Current Tax Ç i ,717.08 | é : : 
, Üefarred Tex | 059 0.02 | -20.59 | Directors at its meeting held on 24-July-200€ 
9. Net Profit from ordinary activities after tax (7 -8) | 981.31 625.77 3,250.98 | Hyderabad. 
10. Extraordinary items (net of tax expense Rs -) | - - - | | . ; 
11.Net Profit for the period (9 - 10) | 981.31 625.77 3,250.98 © 6. The above Unaudited financial results have be 
12.Paid-up Equity Share Capital (see Note-1) i 396.47 ` 132.16 ! 132.16 ; ; imi ; 
Jara ar | pa 1-908 share Rs 10/-per share subjected to limited review by the Compan 
13.Reserves excluding revaluation reserves | - | - | 8,157.49 | Statutory Auditors. 
14.EPS for the period (Rs.)-Basic and diluted | 
before and after extraordinary items - 47.35 245.99 | For and on behall 
EPS - post split & bonus issue 2.48 1.58 | 8.20 | NMDC Limit 
| 15.Public share holding | c 
| - Number of Shares (see Note-1) . 6405462 - 2135154 | Place : Hyderabad (Rana So 
| .. - Percentage of shareholding — — — SNL | > | 1-62 | pate: 24-July-2008 — Chairman-cum-Managing Dire 


)mmitment to nation-building. 
peak loud and clear. 
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(Rs. in crore) 


00007 EFE Pad MM 01- TURNOVER 
——— Rs. 1673 Crore 


Segment Revenue 
(net sale/income from each segment) | f 
a) Iron Ore | 1,672.25 | 1,080.27 | 5,705.32 


b) Other Minerals & Services | 0.90 . 139 | 5.99 
Total 1,673.15 | 1,081.66 © 5,711.31 


Less: Inter segment revenue | EAIA xd 21] BI UP 
k L. 4 | | O 


Net sales / income from operations | 1,673.15 1,081.66 j 5,711.31 
. Segment Results | | 
(profit (--) / loss (-) before tax and 


interest from each segment) ! | | | Q1 = PBT 


| | 
a) Iron Ore | 1,824.72 | 819.12 | 4,490.09 
b) Other Minerals & Services | -2.62 | -2.70 | -24.36 . Rs. 1488 Crore 
Total | 1,32210 | 816.42 | 446573 
i) less : Interest | x ud - 
ii) Add : Other unallocable income | . 16639 | 13314 | 48174 
net off unallocable expenditure | | 
otal Profit before Tax (1,488.49 949.56 494747 | 
. Capital Employed | | by 7 / % U F 
Segment assets-Segment Liabilities | | 
a) lron Ore 629.40 ` 620.49 935.10 
b) Other Minerals & Services | -4.94 | 7.68 | -7.12 
c) Other offices |! 844457 | 557920 | 7,148.02 Q1 - PAT 
gt ae Total | 9,069.03 | 6,207.37 | 8,076.00 Rs. 981 Crore 


NMDC Limited 


(A Government of India Enterprise) 
Regd. Office: "Khanij Bhavan”, 10-3-311/A, Castle Hills, 
Masab Tank, Hyderabad-500028 





website: www.nmdc.co.in 
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ESIGNING is not just about making 
something look pretty; it is about in- 
fusing deeper meaning into objects 
and have them tell stories, according 
to Abhijit Bansod. It is such intel- 
lect-stirring quality of his designs of everyday 
objects — watches, sofas, lighting — that makes 
him a special designer. “When an idea begins to 
take shape in my head, I script the story I want 
to tell, after which the designs are born,” he says. 

A key member of watchmaker Titan Indus- 
tries’ design studio since 1998, Bansod learnt to 
design at the National Institute of Design, 
Ahmedabad, after completing his engineering 
from Nagpur. His most significant work in the 
past year has been Titan’s Heritage Collection of 
watches, which incorporate motifs from archi- 
tectural wonders of ancient and medieval India. 
“In the past couple of years, we have been seeing 
a resurgence in Indian pride, culture, history 
and traditions,” says Bansod. “And I decided to 
pay tribute to India’s rich heritage by drawing 
on some of India’s most famous monuments.” 

It took Bansod five years to give final form to 
his imagination for this collection. The Man- 
dala watch is inspired by Hindu temple archi- 
tecture, while the Jharokha watch is a fusion of 
Mughal and Rajput architecture. The piece de 
resistance in this collection is the Taj watch that 
captures the quintessential white marble, the 
delicate floral inlay work, and the majestic 
splendour of Mughal architecture through the 
mother-of-pearl dial and strap. 

The collection is targeted at the new genera- 
tion Indian consumer who is aware of global 
trends and is proud to flaunt his Indian cultural 
identity. With nine different motifs, the Her- 
itage collection has sold more than 30,000 
watches since its launch in November 2007, de- 
spite steep prices upwards of Rs 4,000 a piece. 

Bansod has also designed Titan’s Black Series 
of watches, which are stark compared to the or- 
nate Heritage Collection. “Black was a different 
ball game altogether, and we even created eight 
new, completely different platforms at Titan to 
give each piece a distinct look and feel and to of- 
fer different time zones in it,” he says. 


Besides watches, Bansod is involved in product 
design of everything from vases to picture 
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ABHIJIT BANSOD 


His fresh designs 
have catapulted 
him to the top of 
the league 


frames and lifestyle accessories under the brand 
name LIFEthings (these are items designed by 
him and sold under the name LIFEthings at 
various design stores). He strives to attain a 
confluence of the simplicity of mood and cheer- 
fulness in each of these designs. For example, 
the collection includes acrylic and aluminium 
bowls of flowers, attractive deep stambhas, 
pretty family tree photo stands, glass containers 
with veg-lacquered wooden lids, hand-made 
paper notebooks, hand-crafted pens, even tape 
dispensers. “The basic premise I worked on for 
this collection was to create fun items that bring 
cheer into daily living; he says. 

Bansod has also come up with some interest- 
ing concepts for varied applications such as a 
garbage-disposal game for kids. The game 
mimics the way some people throw waste paper 
balls into trashbins — the trash basketball. The 
unique thing in Bansod’s design is colour cod- 
ing of trash that score different points when 
they land in the trash bin. 

Another innovative concept of Bansod is a 
multi-person cycle, called Cyclub, for the Tai- 
wan Design Center. The design combines six cy- 


, gone independent and is trying to establish his 
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PIECE DE 
RESISTANCE: 
The award-winning 
Taj from the Titan 
Heritage Collection 
reflects Bansod’s 
elegant creativity 


cles with the controls vested centrally. The cycle 
is meant to promote social interaction. Explains 
Bansod, “Here we are assuming that people can 
exercise and laugh together. Each one controls 
his own pedals but the final movement is a sum 
of what everyone does together.” 

Bansod also aspires to be a social designer. 
He has devised a Karmameter, a measure of 
propriety in production and consumption. 
With the Karmameter, shopping becomes 
almost a moral act that involves a voluntary 
system where the designers, the government, 
industry and consumers sign up and work 
together; smart technology is designed and 
built into products. Under this system, every 
product is given points based on the environ- 
mental expense to manufacture, consume and 
dispose it. Each consumer is given a 
Karmameter, and is awarded or penalised 
points based on the environmental propriety of 
the products they purchase. “The idea is to 
come up with designs and concepts that excite 
the consumers imagination,’ says Bansod. 

Someone who thrives on thinking out of the 
box and at times hazarding a risk, Bansod has 


own brand (he continues to work with Titan as 
well). Having catered to the mid-market during 
his career with Titan, Bansod wants to play in 
the luxury and the bottom markets as he seeks 
to make an impact with his personal brand, Ab- 
hijit Bansod Designs (ABD). 

By trying to become a brand in himself, Ban- 
sod is venturing into uncharted territory. Given 
his track record and creativity, he could have a 
good chance of making it, by design. 


dhanya.krishnakumar@abp.in 


Designer bath suites 











Going Beyond 
Aesthetics 


Globalisation 
of concepts is 
leading to a 
major 
changeover 
in the outlook 
of design 
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by sudarshan dheer 


DESIGN GIVES BIRTH TO HARMONY AND ADDS ELE- 
gance and joy to our lifestyle and environment. 
Design is the sum total of human expressions. 
Designs are all around us. The birds singing on 
the trees, clouds in the sky, the raging fire in the 
heart of a volcano, the stark panorama of the ice 
lands... an invisible web of energy swirls around 
them, shaping them into their respective pat- 
terns. All these are designs. We merely follow 
Mother Nature’s footsteps to create designs. 
And this we call inspiration. 

Whether it is product design, industrial de- 
sign, graphic design or even architecture, the 
process of creativity is just the same in all, 
wherein form comes second to functionality. 
Just pretty looking design is not enough. A 
product has to meet the consumers’ aesthetic, 
convenience and safety needs. An ideal product 
design should give satisfaction, pleasure and 
pride to the consumer. 

It goes without saying that today’s business 
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must have an understanding of design. It is nec- 
essary that a corporation arrives at a consensus 
on its business philosophy before it initiates the 
design exercise. Design based on marketing 
strategy is more likely to succeed. The designer, 
in turn, must pay close attention to the trends. 

Talking specifically of graphic design, my 
area of specialisation, the objective of graphic 
design — be it for a product, a video, or print ad- 
vertising — is to communicate instantly with 
utmost clarity and evoke the desired emotions 
in the observer. In effect, graphic design bridges 
the gap between the consumer and manufac- 
turer through visual communication. 

Today, one ofthe challenges posed to design- 
ers is presenting a humanistic and romantic im- 
age for high-tech industries. High technology is 
a subject that lends itself to contextual and in- 
novative design. As a result, the graphics for this 
area are becoming highly refined. 

Another major transformation in the outlook 
of design in recent years is due to the globalisa- 
tion of concepts. One ofthe major influences on 
designers all over the world is Japanese design. 

We in India had closed our doors to global 
competition for over 40 years. We subsidised 
inefficiency in order to nurture nascent indus- 
tries, which almost brought us to the brink of 
disaster. But now liberalisation is forcing us to 
enter the global arena, and the survival instinct 
will help us fight competition in a positive way. 

India is unique. No other country can rival 
India in terms of sheer diversity in religion, cul- 
ture, language and region. The audience in In- 
dia is heterogeneous, unlike in the West. 

An Indian designer not only has to take into 
account the cultural, regional and economic 
contrasts in the audience, but also has to con- 
stantly adapt with the changing environment. 
India is a fast developing nation where people 
live in several centuries at the same time. 

Thanks to globalisation, several global prod- 
ucts are coming to India. But most of them rely 
on reading skills, whereas Indian products and 
brands demand simple visual communication. 

Indian designers have discovered the secret 
of working in such a complex market. They start 
by ignoring the superficial and go to the most 
basic needs of the human psyche. Their appeal 
is primarily to the heart. Their designs reflect 
the ongoing change in the Indian society, and 
try to anticipate, or even trigger, further change. 

In a country with a ‘million contrasts’ what 
could be more constant and expected than 
change itself? 





The author, an internationally 
acclaimed graphic designer, heads 
Graphic Communication Concepts 


18 AUGUST 2008 50 BUSINESSWORLD 








Experiential Learning 
to unleash your full potential. 








After all, experience is the best teacher. 
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P.R.S. Osero: evil Ís 


INCE its founding in 1934, the 
Oberoi Group of hotels has always 
been a benchmark of sorts for the In- 
dian hospitality sector. But when 
P.R.S. Oberoi, chairman of the group, 
opened Rajvilas in Jaipur about a decade ago, 
he raised the bar for Indian hotels to a whole 
new level, which has since then been matched 
only by the group’s other Vilas properties — 
Udaivilas in Udaipur, Amarvilas in Agra and 
Vanyavilas in Ranthambore. 

In fact, all four hotels have figured in the Top 
10 of the 100 Best Hotels lists worldwide of both 
Travel+Leisure and Conde Nast over the past 
two years, with Udaivilas becoming the first In- 
dian property ever to grab the No. 1 spot in the 
former's list in 2007. 

Built from scratch — as opposed to convert- 
ing an existing fort or palace — these properties 
have come to be globally acclaimed and appre- 
ciated for their superior design, ambience and 
service. And whether it is the claw-foot tubs in 
the bathrooms at Vanyavilas, the private swim- 
ming pools at Udaivilas, the chandeliers in Ra- 
jvilas or the windows that frame the view of the 
wondrous Taj Mahal at Amarvilas, you can be 
assured that they have either been personally 
chosen or approved by Oberoi himself. Noth- 
ing, not even the tiniest light fixture, the small- 
est piece of cutlery, or a yard of fabric can make 
its way into any of the Oberoi hotels without the 
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In The Detail 


Oberoi s thumb 
rule is to priori- 
tise functionality 
over aesthetics 


explicit approval of the chairman, who is of the 
firm belief that “the devil is in the detail”. 

When asked to define his personal sense of 
style, Oberoi smiles and says, “I don’t have a 
style. Some people say that one cannot acquire 
an aesthetic sense; one has to be born with it. I 
think I am just very fortunate.” However, he 
does admit that travelling abroad at a young age 
did encourage him to think about design. And 
today, the experience gained by being in the 
field for close to half a century has further de- 
fined his sense of aesthetics. 

Over the years, Oberoi has evolved a few 
thumb rules for design. His first rule is to priori- 
tise functionality over aesthetics, for hotels are 
products that fulfil the customer's needs. “I run 
up against this so often when the consultants 
are not interested in functionality and get car- 


ried away with the aesthetic elements,” he says. 

The second rule is to blend in with the sur- 
roundings. “It is very important to respect the 
context in which a hotel exists,” he says. He cites 
the case of Agra’s Amarvilas. “When the hotel 
was being built, I told the architect not to com- 
pete with the Taj Mahal. I also did not want him 
to design a glass building. The result is a beauti- 
ful building done in Ottoman style, where each 
room faces the Taj.” 

Oberoi is considering demolishing The 
Oberoi, New Delhi, and rebuilding it. “It is in 
such a fabulous location that it deserves some- 
thing better,” he says. 

Oberoi observes his design rules not just in 
the hotels, but also at his home in Nandi Hills 
on the outskirts of Bangalore. The 40-acre 
property has no boundary wall and seamlessly 
integrates with the surrounding rolling greens. 
Intrusion is prevented by a discrete electric 
fence. “We didn’t hire an interior designer for 
this place,” says Oberoi, as one takes in the per- 
fect blend of contemporary art works with 
pieces of antique furniture. The home, like the 
hotels, achieves that elusive combination of be- 
ing both expansive and intimate at once. 

And his final word on design? “Avoid gim- 
micks. They are not design and do not last. A 
good design is timeless, or at least ages slowly.” 








sumati.nagrath@abp.in 
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Amarvilas (below left), 
Udaivilas (below right) 
and Trident, Gurgaon 
(above) are some of 
Oberoi's personal 
favourites 





The Delhi Transport 
Corporation is 

slowly replacing its 
rickety old buses (right) 
with more appealing 
low-floor buses 
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ensibilities 


SIMPLE walk through the bylanes 
of almost any Indian city is enough 
to bring home the stark contrast be- 
tween our aesthetic heritage and 
our contemporary sense of design. 
For it is here, in areas such as Delhi's Masjid 
Moth or Begumpur, that centuries-old bea- 
utiful buildings — some of them restored, some 
decrepit — stand cheek by jowl with ugly glass 
and chrome structures, ice cream-coloured fa- 
cades, and garishly painted shop fronts. 

There are refuges for the aesthete even in our 
overcrowded cities, but they are few and far be- 
tween — the occasionally elegant automobile, a 
thoughtfully designed building. But the fact re- 
mains that a majority of public spaces are, to 
put it mildly, aesthetically apathetic. What is 
not as apparent is the reason behind this apa- 
thy. Why is it that we went from a nation of mas- 
ter craftsmen and creator of architectural mar- 
vels to one that began to churn out shoddy 
products and unplanned structures that are an 
assault on the senses? 





A possible reason behind this, says Santosh De- 
sai, managing director and CEO of Future 
Brands, could be that objects have increasingly 
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become devoid of their meaning, and this has 
meant a loss of aesthetics. “If we go back in 
time, we find that objects have a defined ritual 
function and, in that case, the aesthetic sense is 
very well developed,” says Desai. He gives the 
example of Rangoli and suggests that because it 
is coded with meaning, it comes with its own set 
of aesthetic rules. Today in India, he says, ob- 
jects do not have fixed meanings, and are only 
temporarily inhabited by aesthetics. “We will, 
by and large, only decorate our homes and our- 
selves for special occasions such as festivals or 
weddings; here, we are saluting the occasion 
and not celebrating ourselves,” he explains. 

But a more compelling reason for such perva- 
sive lack of aesthetics, some believe, is rooted in 
our colonial history and has been heightened by 
the emergence of a new consuming class since 
the 1990s. Colonialism destroyed or under- 
mined traditional thought and ways of working. 
And at the time of Independence, this meant 
that, unsure of our own ability to design and 
create, we began to copy from the West, says 
Manit Rastogi, managing director of Delhi- 
based architecture firm Morphogenesis. 

“We could have chosen to build our own 
modernity, but we chose to copy,” says Rastogi. 
Copying, he points out, means removing a 
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product from its context and the process from 
which it emerged. For example, we took build- 
ings made for the cold, wet climes of Europe 
and stuck them in the hot cities of India. To add 
to it, zealous implementers of the post-Inde- 
pendence project of nation-building saw aes- 
thetics as a luxury. And, it is an attitude that 
continues till date, feels Rastogi. “There needs 
to be a recognition of the fact that design mat- 
ters; it is a part of everyday living,” he says. 
According to Desai, today we have “a very 
limited vocabulary and are very inarticulate 
when it comes to design”. And, at a time when 
an upwardly mobile class is trying to make its 
presence felt, design is being used to display in- 
tent — that of a movement away from being 
“traditional” to being “modern”, says Desai. And 
this class deploys the most visible markers of 
modernity — glass and chrome — he points out. 
Latika Khosla, director of Mumbai-based Free- 
dom Tree Design, describes these “modern” 
buildings as “shards of a broken satellite”. 


Poised For Change 

But at another level, a segment of this new con- 
suming class, along with other well-travelled 
cosmopolitan Indians and globally-conversant 
designers, seems to be promoting what can only 
be described as “good design”. Desai has com- 
missioned a study at Future Brands to under- 
stand the tastes and grooming habits of this 
new consumer, who is demanding aesthetically 
pleasing homes, cars, mobile phones, restau- 
rant interiors, and clothes, among others. Ef- 
forts, however fledgling, are being made to 
transform areas such as Delhi’s Connaught 
Place and Mumbai's Khala Ghoda into beauti- 
ful and accessible public spaces. And a lot of this 
has to do with India becoming “cool”, says 
Khosla, who points out that till recently most 
Indian brands had either a foreign sounding 


Our aesthetic he- 
ritage was lost in 
translation, but is 
being found again 
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suffix or a prefix because they were uncomfort- 
able being Indian brands. And this discomfort 
dictated the kind of aesthetics they pursued. 
For Dinesh Korjan of Ahmedabad-based Studio 
Korjan, trying to find what is aesthetically In- 
dian is the wrong kind of pursuit. “Beauty or 
form is a symptom and reflects the actual state 
of the entity, whether it is expressed in honesty 
or deception,” he says. “Search for values that 
make us proud to be Indian and the aesthetics 
would follow.” 

Armed with a new-found confidence, con- 
sumers of various products and services now 
“want to be appealed to and seduced a lot more 
than manufacturers are willing to do”, says 
Khosla. The aesthetic sensibilities of the con- 
sumer today, according to her, are evolving 
faster than most companies can keep up with, 
and that to an extent explains the outdated de- 
signs we see around us. 

To truly make that transition into an aesthet- 
ically sensitive society, we need to work with the 
factors of authenticity, provenance, history and 
context. And as Khosla says, “The responsibility 
for this lies with us professionals, who must 
leverage the Indian aesthetic heritage.” 
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Suzuki's A-Star (above), 
Tata's Nano and M&M's 
Inspira are symbols of 
India's new design 
sensibilities 


| HERE'S something about the low, 
| smooth curves of a sports car that 
hooks you. Subconsciously, you 
wish you were behind the wheel, 
! watching as the milestones melted 
away in your rear-view mirror. It's no coinci- 
dence that the emotions you feel are the exact 
ones the car's designers hoped for when they 
drew their first sketches. Good designs sell cars. 

In India, till about 15 years ago, consumers' 
choice in cars was limited to three makes — the 
half-a-century-old Ambassador and Fiat, and 
the relatively modern but tiny Maruti 800. The 
body shape, the interiors or the user-friendli- 
ness were hardly the issue — it was just a privi- 
lege to own a box on wheels. 

"Today, customers have a lot of choice, and 
design is the most potent differentiator,” says 
B. Bhaumik, vice-president for new product 
development (automotive sector) at Mahindra 
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Designs 


Auto companies 
are acquiring 
advanced design 
capabilities 


& Mahindra (M&M). Today, Indian customers 
want to look good moving from point A to B. 


Buying Into Design 

Realising that Indian buyers now want to make 
a statement with their vehicles and that the In- 
dian auto industry should be going global, a cou- 
ple of car makers are trying to acquire advanced 
design capabilities. Earlier this year, M&M 
bought out Italian auto design company GR 
Grafica Ricerca Design. In 2005, Tata Technolo- 
gies acquired British design firm INCAT. This 
April, it signed a deal with Italian design house 
Pininfarina to acquire a stake in the company 
and to set up a design and R&D centre in Pune. 
Pininfarina has earlier worked on Jaguar, which 





Tata Motors recently acquired from Ford. 

“We now have better global linkages and are 
beginning to experience market pull from Eu- 
rope and the US to present our work,’ says Clive 
Hickman, head of R&D at Tata Motors. M&M's 
Bhaumik believes that within 5-8 years, such 
linkages will be strong enough for Indian de- 
signers to really be in demand. 

That demand already seems to be coming in 
at India's largest car maker, Maruti Suzuki, a 
subsidiary of Suzuki Motor Corporation. "Our 
parent company is of the view that we have 
attained a level where we can offer engineering 
and manufacturing expertise to design and 
make a world car; says I.V. Rao, managing exec- 
utive officer for engineering at Maruti Suzuki. 

The Swift experience encouraged Suzuki to 
let its Indian designers develop the concept de- 
sign for its proposed world car, A-Star. Though 
the A-Star production car will be developed in 
Japan, Maruti's designers have taken the first 
big step towards designing a car from scratch. 
The company is also setting up a 1,000-strong 
R&D team to work on all forthcoming *world 
strategic models' in India. The company aims to 
sell a million cars a year by 2010 — about twice 
as many as it sold last year. 
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Designers at the Tata 
Elxsi office in 
Bangalore. Indian 
industry now needs 
about 10,000 new 
designers every year 





OR yearsthey have worked 
away from the public gaze 
to make our lives that little 
bit more comfortable, that 
little bit more beautiful. 
Without credit, designers have made 
sure that our coffee mugs are easy to 
hold, our car seats are ergonomically perfect, 
our electronic gadgets are not eyesores. But 
now, as consumers seek good designs and look 
at designers as brands, it is finally time for the 
Indian designer to step into the spotlight. 

Today, says Arvind Lodaya, faculty member 
at Bangalore-based Srishti School of Art, De- 
sign and Technology, design has become a buzz- 
word among the middle-class and a respectable 
choice of profession for many. “Design courses 
are proliferating every day, and this trend is par- 
ticularly visible in the fields of fashion and 
graphics,” he says. 

The only differentiator between products to- 
day is design, says Anil Sondur, general manag- 
er of IDE, the industrial design division of Ban- 
galore-based Tata Elxsi. The unit, which spe- 
cialises in marrying business consulting with 
design solutions, has a team of about 200, out of 
which around 60 are trained designers. But 
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finding the right kind of talent continues to be a 


challenge, says Sondur. According to 
Pradyumna Vyas, director, industrial design, at 
the National Institute of Design (NID), Ahmed- 
abad, Indian industry now needs about 10,000 
new designers a year, but the three NIDs pro- 
duce only 850 designers across 16 disciplines, 
and the industrial design centres at the IITs add 
another 150 design engineers a year. 

The reason why being a designer has gone 
from being an obscure and risky career choice 
to being a desirable and relatively secure one 
has to do with the growing importance of de- 
sign as a key business tool. “The strategic signif- 
icance of design has been recognised by Indian 
industry as well as global companies operating 
in the region,” says Hari Nair, director of Global 
Consumer Design Asia at Whirlpool India. 

The only way a business can survive and stay 
ahead in the marketplace, says Nair, is by con- 
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India Inc. is 
now investing 
in design, and 
wooing design 
graduates 

by Sumati Nagrath 


stantly innovating and listening to the con- 
sumer. The designer plays an indispensable role 
by converting consumer insights into “viable al- 
ternatives” and thus enabling “firms to create a 
truly differentiated brand”, explains Nair, who 
leads a team of 12 designers in India and four in 
Shanghai. In fact, he says, several management 
institutes, including those at Stanford and Chi- 
cago universities, have now developed a D- 
school model, where students are encouraged 
to develop strategic approaches for market suc- 
cess using design as the core proposition. 


Design Delivers 
Design, says Dinesh Korjan of the Ahmedabad- 


Big [hi 


based Studio Korjan, needs to be “rediscovered 
as a strategic business tool” by industry leaders. 
“When practised at the strategic level, design 
can alter the fortunes of a business dramatically 
as it engages with the core offering of the com- 
pany — its product or service.” Korjan cites the 
cases of Apple, Intel, Google and Sony as exam- 
ples of companies that have achieved dramatic 
global success through design. 

In India, too, design success stories are be- 
coming a part of corporate lore. According to 
Korjan, the air cooler that his company de- 
signed for Symphony led to 60-fold growth of 
the company by the third year. Also, he men- 
tions, the Splash range of geysers that his studio 
created for Chennai-based Venus Home Appli- 
ances not only helped the firm beat the on- 
slaught of multinational competition, but also 
pushed its annual growth rate up from 18 per 
cent to 60 per cent. 








Latika Khosla, director of the Mumbai-based 
Freedom Tree Design, which specialises in 
colour-trending, cites the example of the differ- 
ence they made for General Motors’ MUV 
Chevrolet Tavera. “Based on our research, we 
convinced the firm to offer the model in a shade 
of green that has traditionally not done well in 
India,” he says, adding that within two months 
of its launch, that colour ended up commanding 
well over 50 per cent of all Tavera sales. 

Thanks to such success stories, firms are not 
only investing in design, but are also now ac- 
tively wooing graduates with design degrees. 


Usurping MBAs? 

“At Whirlpool, we recruit from the major design 
schools in India at the management trainee 
level and consider them on a par with graduates 
of MBA programmes,’ says Nair. 

According to Srishti's Lodaya, the institute's 
graduates have been recruited by large and 
small design firms, R&D units of technology 
corporations, e-publishers, corporate and mar- 
keting communication units and the like. 

Design-based approach to problem solving is 
increasingly being recognised as more creative 
and effective than traditional approaches, says 
Santosh Desai, managing director and CEO of 
Future Brands. Interestingly, Desai, an MBA 
himself, believes that “MBA is a course that in 
some cases is dead on its feet”. He 
explains: “MBA degree signifies 
nothing more than the acquisi- 
tion of a resource allocation skill, 
and now it is time to move from 
that to a more creativity-based 
mode where design becomes the 
heart of problem solving, the 
driving seat of business innova- 
tion.” This is imperative because we have moved 
on from an era of large business houses with 
fixed resources trying to maintain status quo to 
one of smaller and more agile organisations. 
“The future,” he says, “is in the blending of busi- 
ness and design.” 

Agrees Lodaya: “As innovation shifts from 
being a luxury to a necessity, it is inevitable that 
design and management will have to fuse into 
each other.” However, there is still a significant 
distance to cover between the felt need for de- 
signers and their real place in the corporate hi- 
erarchy. Lodaya rues that in terms of pay scales 
and responsibilities, there is still the perception 
of managers being superior. 

Still, it can be safely said the future belongs to 
those who can combine management and de- 
sign sensibilities. 
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Design Schools 
In India 


m National Institute of 
Design, Ahmedabad 


m industrial Design 
Centre, IIT-Bomhay 


@ instrument Design and 
Development Centre, 
IIT-Delhi 


m Srishti School of Art, 
Design and Technology, 
Bangalore 


m National Institute of 
Fashion Technology, 
Delhi, Bangalore, 
Chennai, Gandhinagar, 
Hyderabad, Kolkata, 
Mumbai 


m Symbiosis Centre of 
Design, Pune 


International 
Design Schools 


m Carnegie Mellon 
University, US 

m Central Saint Martins 
College of Art & Design, 
UK 

m Design Academy 
Eindhoven, The 
Netherlands 

m ENSCI Les Ateliers, 
France 

m Parsons The New 
School for Design, US 
m Hasso Plattner 
Institute of Design, 
Stanford University, US 


The lists are not comprehensive 


In Gonversation 


—Rupert Muedoch. d 
Chairman and CEO, News Corp | 


AS THE 
big global 
Y launch in India, 
“Kong-based Star, the 
man and CEO Rupert 
not a frequent visitor to the 
last time he came was three 
jen the Union information and 
g ministry was dragging its feet 
his joint venture, Tata Sky, a 
nch. 
itant start in the mid-1990s and 
early partner Zee’s Subhash 
clawed its way to the top of 
heap and is today India’s sec- 
1edia firm. His five-day visit 
not been a quiet one, having 
most Prime Minister Manmohan Singh 
and Congress chief Sonia Gandhi. It has 
triggered speculation that the foreign 
investment norms that are holding up News 
COS e in many media sectors 
d ssed. However, es ames 


s Gr j Biik, who rarely 
ts th d press, holds forth on News Corp.'s 
2 ndia. Excerpts: 





a You are visiting India after three years. 
Q: There is talk that the visit is to press for 
changes in investment norms in media. 
I have been meaning to come here... a 

a gap helps understand what changes 
have taken place. We have been reviewing 
strategy, the launch of new channels, and 
strengthening existing ones. There is no 
agenda with government leaders. I dont like 
asking politicians for anything. 


You are the No. 1 television broadcaster 
Q: and the No. 2 media company, within 
striking distance of Bennett, Coleman & Co. 
How do you plan to become No. 1 in India? 

„ Oh! The Times Group. We are a long 

= way from there. We are very happy to be 

No. 1 in television; we would like to be No. 1 
on the internet, too. We want to embrace the 
entire digital media space, and we will be 
looking for opportunities to do that. 


y Foreign investment laws have different 

E a slabs for different categories — 20 per 
cent in DTH, 26 per cent in news television 
and news publishing. Radio is barred. 

x It does not make any sense at all. In 

= news television, it is 26 per cent and it 
could go up to 49 per cent. All these changes 
will take place gradually, but these laws have 
been made obsolete by the internet. You can 
get whatever you want on the Net. India is not 
alone in holding on. There are many countries 
clinging to old laws; even the US, where 
anyone can start a network, but you have to be 
a US citizen to own a television station. 


a lf norms in print are relaxed, would you 
Q: m consider entering India? 
- We have no direct plans now, but 
s certainly we would consider investing if 
the norms are changed to 49 per cent. And in 
the case of Tata Sky, 40 per cent; and certainly 
news television if the norms are made easier. 


When do you think The Wall Street 
Q: u Journal will launch in India, if at all? 

, Never, if our holding is only going to be 

" 26 per cent. (At a press conference soon 

after this interview, Murdoch, replying to a 
query, said: “We don't want to get into 
publishing, if we can't take responsibility for 
what we publish.) 


a You have a DTH success story 

= in BSkyB. What has been the 
experience in India like? 
A: Tata Sky has become a great brand, but 
m it is going to be very competitive. There 


are Reliance and Bharti coming in; there are 
many who would like to provide these services. 
In three or four years, we will see some 
consolidation. Some will lose money, others 
will say they are investing money because they 
are expanding. And then we will see who will 
tire first. It has been a two-player market in 
the US, but otherwise you rarely see more than 
one player in most markets. 


, Among media houses, News Corp. has 
z = been the first and the biggest investor in 
Asia, but 70 per cent of its revenues are still 
generated in the US. Is this skew likely to 
change in favour of Asia and India? 
a You must remember that films and 
= television shows made by us in the US 
are sold all over the world. If the average film 
takes X dollars in the US, it takes X plus 40 
per cent for the rest of the world. So, a lot of 
the 70 per cent you talk about comes from 
exports. It is true we are US-centric, and 
Europe-centric a bit, too. You will see that 
changing. Hundreds of millions of people will 
join the middle class in India and China in the 
next 10-15 years. There will be a big explosion 
of wealth. Any global company will be missing 
out if it does not have a presence in Asia. 


China and India have both been great 

Q: s growth stories, but for News Corp. and 
Star, India’s performance has been way ahead 
of China. What happened? 
A: China does not like foreign media. 

a Period. We tried and tried; and we tried 
to get joint ventures going; ... then there was a 
change of regime and we closed down. We are 
standing by now to see what happens. India 
has a huge advantage. It is a working 
democracy, there is rule of law, and you know 
where you stand. India has been a great 
experience. Yes, 60-70 per cent of Stars cake is 
out of India, and... it will be maintained... 


You own a huge chunk of media 
Q: u worldwide spanning television, 
p g, and now digital platforms. While 


these companies do good business, they also 
give you a lot of power to shape public 
opinion. How do you exercise this power? 
„ With the power comes great 

E = responsibility. It is not uniform. Take 
Star Plus. The channel can hardly be said to 
shape opinion. Globally, we try very, very hard 
to be absolutely objective in news coverage. 
We don't stop having opinions on the pages 
that are meant for that, and strong opinions at 
that. We fight very hard for open and free 
markets within countries, and globally. 
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Fast Facts 
News Corp. is the 
largest media 
conglomerate in the 
world by market 
capitalisation. Its 
revenue for the 
fiscal year ended 
30 June 2007 was 
$28.66 billion. 


It owns The Times 
of London, bought 
out DirectTV from 
General Motors in 
2003, and took a 
controlling stake in 
Dow Jones, owner 
of The Wall Street 
Journal, in 2007. 


Acquired Star TV 
for $950 million 

in 1995. Star is one 
of the first satellite 
broadcasters in 
Asia, launched 

by Hong Kong 
media tycoon 
Richard Li. 
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High Stake 
Boardgames 


Emami’s 
hostile bid 
for Zandu 
turns into a 
boardroom 
battle 


THE WAR IS ON: 
Zandu's Parikh (left) is 
trying to keep Emami's 
Harsh Vardhan Agarwal 
out of the Zandu board 


by Sreevalsan Menon 


DEVKUMAR VAIDYA HAS BEEN GETTING CALLS FROM 
friends, relatives and even strangers after sell- 
ing his family’s stake in the Rs 136-crore Zandu 
Pharmaceutical Works to Emami on 29 May 
2008. “You have made me a crorepati, son. 
Thank you,” screamed an old relative on the 
phone. Suddenly, the 8,000 odd shareholders of 
Zandu are being pursued as the Kolkata-based 
Emami makes a hostile bid for the company. 
Emamis attempt to take over Zandu Pharma 
could become the biggest proxy battle corporate 
India has seen in the past seven years. News of 
the takeover has sent the stock price skyrocket- 
ing — almost doubling since May at a time 
when the rest of the market has been falling. 
Zandu is not a large company and its perform- 
ance for the past decade has been pathetic ac- 
cording to some analysts — very few track the 
company given its small market cap, financial 
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performance and shareholder population. 

The numbers tell the tale: revenues grew at a 
dismal compounded annual growth rate of 2.61 
per cent for the past nine years, compared to 
11.11 per cent for Dabur and 20 per cent for 
Emami. Post-tax profit grew at 11.75 per cent 
against Dabur's 23.45 per cent and Emami's 28 
per cent; there have been no product launches, 
no spending on marketing and promotional ac- 
tivities, which are critical for survival. 

"Our business has gone through difficult pe- 
riods and it is quite natural for any industry," 
says Girish Parikh, managing director, defen- 
sively. “I think our recent performance where 
our net profit and sales have grown substan- 
tially, negates any impression of stagnation.” 

The events surrounding this takeover are the 
stuff of intrigue and drama: family quarrels, ac- 
cusations of abysmally poor management and 
sheer incompetence fly thick and fast between 
the two families — Parikhs and Vaidyas — that 
comprise the promoter group. Not surprising 
then, that when opportunity presented itself, 
the Vaidyas —members of the founding family 
— sold their almost 24 per cent stake to Emami. 


Emami, led by the Agarwal and Goenka (not re- 
lated to the Goenkas of RPG) families, whose 
open offer for another 20 per cent more is yet to 
receive the approval of the Securities and Ex- 
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change Board of India (Sebi), hopes that the 
Parikhs — the other promoter group that holds 
about 20 per cent at June end, and is en- 
trenched in management — will see reason. But 
Girish Parikh says that he controls about 40 per 
centofthestock — including through proxies — 
enough to fight Emami’s bid. But that will re- 
quire fairly deep pockets and while Emami is a 
cash-rich company, the Parikhs are not. 

The Parikhs have been trying legal avenues to 
block the Emami bid that has gone to the Com- 
pany Law Board (CLB), saying they had the first 
right of refusal on the Vaidyas’ stake sale. An- 
other suit in which they challenge Emamis vot- 
ing rights is being heard by the Bombay High 
Court. A 5 per cent preferential offer to promot- 
ers was withdrawn due to opposition from inde- 
pendent members on the Zandu Board, Chair- 
man Y.P. Trivedi, P.P. Vora and A.V. Shah. 

There are plans to appoint five additional di- 
rectors to the board at the annual general meet- 
ing (AGM) scheduled on 9 August. Emami 
challenged this in the court. The Bombay High 
Court said the CLB would have to decide on the 
question of the right of first refusal before any 
AGM. Result: the AGM has been stayed. 

Emami intended to let the AGM pass off 
without making any fuss. But the resolution to 
load the board with Parikh loyalists forced their 
hand, says Harsh Vardhan Agarwal, executive 
director at Emami. *From seven members, the 
board would have gone up to the full strength of 
12,” he points out. "That would have made it dif- 
ficult for us to get seats on the board despite 
having a major stake.” Emami now has several 
options. *It could issue a notice for a future 
meeting, sàys company law expert Jayant 
Thakur. Emami can also start proceedings for 
an AGM, seeking the removal of the board, in 
anticipation of a successful open offer, when it 
would eventually hold around 48 per cent. 


What Went Wrong? 
The history ofthe company is one of continuous 
management change. Vaidyas and Parikhs ran 
the company till 1970 under a managing part- 
ner system, and in 1973, the board decided to 
run the company, abolishing the position of 
managing director. In 1998, K.M. Parikh took 
over as MD, with Haresh Vaidya and Dharmen- 
dra Parikh as executive directors. When he died 
in 2000, Dharmendra Parikh took over, and 
later was replaced by Girish Parikh in 2005. 
These changes in the management indicate 
that not all was well between the two sets of pro- 
moters. Haresh Vaidya himself had twice at- 
tempted to sell his family's stake, but was per- 
suaded not to do so. The Vaidyas — themselves 
a fractured family — had also approached lead- 
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ing pharma companies including Lupin and 
Dabur, but negotiations fell through for various 
reasons. Finally, Emami managed to strike a 
deal. On 29 May this year, they sealed it: at Rs 
6,900 per share for a total of Rs 130 crore. 

Emami then announced an open offer in July 
for another 20 per cent stake at a price of Rs 
7,315, which is pending Sebi approval. (By that 
time, the stock had shot up over three times.) 
Disclaiming a hostile bid, Emami says it is a key 
investment, and they want to be part of the 
management. But it is hard to imagine a com- 
pany with a 48 per cent stake playing second 
fiddle to a management that has added little 
shareholder and business value. 

Does the acquisition make sense for Emami? 
“We would like to extend our skills in marketing 
and distribution to Zandus large portfolio; says 
Agarwal. "There are some good brands, but no 
new products. We can also lend our R&D sup- 
port.” For a cosmetics company, this helps 
Emami take advantage of the wellness revolu- 
tion and expand its product portfolio hugely. 

Amitabh Chakraborty, head of research at 
Religare Securities, says that the lacklustre 
growth in financials reflects the management 
struggles that have prevented Zandu from capi- 
talising on its portfolio of more than 300 prod- 
ucts. "Looking at the figures, brands and its 
presence in the Ayurveda lot, a management 
change may give it new direction; he says. 

If the battle between the two promoter fami- 
lies kept the company underperforming for sev- 
eral years, Emami's takeover has pushed the 
share price to more than twice the open offer 
price of Rs 7,315. On the sidelines, investors are 
waiting and watching. 
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Could 
RCom’s 
differential 
reporting 
have turned 
MTN away? 



























by M. Rajendran 


CAN A TELECOM OPERATOR” S SUBSCRIBER AND REV- 
enue numbers for the same period be filed 
vastly differently with two authorities? That's a 
question being posed in a recent report by Ko- 
tak Institutional Equities, suggesting that the 
Anil Dhirubhai Ambani Group-controlled Re- 
liance Communications (RCom) had used a 
loophole to submit completely different num- 
bers for the January-March 2008 quarter to the 
Telecom Regulatory Authority of India (Trai) 
and the Bombay Stock Exchange (BSE). 

For the reported quarter, the difference in the 
numbers RCom quoted to the two is as high as 
26 per cent (see “Two Books, Different Num- 
bers’). Critics suggest that the gap was one of 
the reasons RCom’s proposed merger with 


“Ie s * 


South Africa’s MTN didn’t go through. “There 
is an obvious lacuna,” says an independent 
analyst, who wished to remain anonymous. 
“It would have come out if the MTN deal had 
materialised.” 

The accepted norm of difference between re- 
porting to stock exchanges and the regulator is 
about 4-5 per cent. The report stated that there 
was no difference in what Bharti Airtel and Idea 
Cellular had reported. 

An RCom spokesperson said it provides fi- 
nancial information in the prescribed format to 
Trai, and in the business segment-reporting 
format in its financial reporting. He also added 
that the company’s auditors, KPMG, duly ap- 
prove both the figures. But experts suggest that 
lower numbers to Trai would lead to lower rev- 
enue share with the government (since the gov- 
ernment charges a fixed percentage of the ad- 
justed gross revenue, or AGR, as its share in lieu 
of a telecom licence). At the same time, a higher 
declaration to the stock exchanges would keep 
the market — and the share price — up. 

Telecom operators have to make quarterly 
disclosure of circle-wise gross revenues, licence 
fees and spectrum charges to Trai. In addition, 
they also have to report quarterly NLD (na- 
tional long distance) and ILD (international 
long distance) gross revenues, AGR and licence 
fees paid to the Department of Telecommunica- 
tions (DoT). The Kotak report said it has 
brought out some quirks in quarterly results 
and inefficiencies in capital structure. 

“The advantage of under-reporting is lower 
revenue payment to government, but it also 
brings in the problem of low spectrum utilisa- 
tion, which translates into closing the gates for 
additional spectrum,” says a competitor from a 

telecom lobby using GSM (global system for 
mobile communications) technology. “RCom 
would do that as and when it suits them.” 
The report said better disclosure is es- 
sential to make an assessment of the true 
revenue numbers. “We find significant 
gap between gross revenues as reported 
to Trai and the shareholders (26 per 
cent lower for March 2008 quarter as 
per the Trai data when compared 
with the reported financial state- 
ments),” it said. The RCom man- 
agement attributed the differ- 
ence to increasing proportion of 
wireless revenues from rural 
households direct exchange 
lines (RDELs), data cards 
and R-World, its value- 
added services platform. 
RCom points out that the 
revenues from these 


TWO BOOKS, DIFFERENT NUMBERS 


The Kotak report details the different figures RCom reported to Trai and to stock exchanges 
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services are taken under 
NLD revenues and other 
telecom licences, and not 
under UASL licences. 
"This is fair as per the 
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mats it follows for finan- 


cial reporting, consi- 
dering its fully inte- 
grated, multi-service, 
pan-India presence covering 450,000 Indian 
villages. RCom’s management indicates that it 
has significant incremental revenues from 
RDELs, which is not captured in the Trai data. 
The home location register (HLR) and visitor 
location register (VLR) would indicate the ac- 
tual number of subscribers, the time and usage 
pattern, whether for voice or data. 

The company also says that the wireless seg- 
ment offers data cards for internet connectivity, 
which are covered under the internet service 
providers (ISP) licence. RCom is the largest 
wireless ISP in the country with close to a mil- 
lion customers. 

A large number of RCom’s mobile customers 
use internet connectivity on data-enabled 
handsets. It has close to 10 million unique data 
service users. RCom says it does not include re- 
venues from R-World and its data card business 
as part of the UASL licence revenues reported 
to Trai. It further says R-World revenues grew 
at a significant pace in fiscal 2008. The Kotak 
report also showed that other operators include 
revenues from these services as part of gross 
revenues and AGR, and are correspondingly re- 
flected in the Trai data; operators have to pay li- 
cence fees on all telecom-related revenues. 

"The regulator's job is to collect, collate the 
subscriber numbers submitted by the opera- 
tors," officials from Trai told BW. “We do not get 
into the revenue aspects. If there is a dispute, 
the licensor (DoT) brings it to our notice, and 


| Net revenues is arrived at after deducting interconnection costs, licence fees and spectrum charges from the gross revenues 
a Figures in Rs crore, except where otherwise mentioned; qoq: quarter on quarter 


then we come into the picture.” 

RCom is also among the largest private sector 
participants in the USO (universal service obli- 
gation) scheme of the government to provide 
telephone connectivity in millions of Indian vil- 
lages. The revenues from such initiatives have 
permissible exemptions, which are in public do- 
main, the RCom spokesperson claimed. 

“We agree with the RCom management on 
this aspect; DoT does provide capital expendi- 
ture and operating expenditure subsidy for pro- 
visioning of RDELs,’ said the Kotak report. 

Despite these explanations, the debate con- 
tinues to rage in the telecom sector. If there ex- 
ists a lacuna, regulators, both for telecom and 
stock exchanges, might have to examine it soon. 

However, the issue also brings to the fore the 
question, was this one of the reasons for RCom’s 
talks for share swap with MTN to end prema- 
turely? “One can't establish it until either party 
admits,” says Prasad. “Nevertheless, MTN wo- 
uld surely have weighed this in all seriousness.” 

RCom currently reports its results under the 
Indian General Accepted Accounting Princi- 
ples (GAAP). "The difference of 26 per cent in 
reporting styles in a single format or many is 
not possible under the US GAAP; says a senior 
executive in DoT. Before RCom makes its next 
international foray, it may have to set its ac- 
counting practices in order, just in case... 
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Queuing Up 


Sales of 
CNG cars 
are rising, 
but infra- 
structure 
disappoints 


TANKING UP: 
CNG vehicles at a gas 
Station in New Delhi 





For Gas 


by M. Rajendran 


WITH OIL PRICES HOVERING AROUND $135 A BAR- 
rel, the quest for an alternative fuel for personal 
vehicles has become more desperate world- 
wide. In India, most auto-rickshaws and taxis in 
major cities such as Mumbai and Delhi were 
forced to convert from petrol or diesel to com- 
pressed natural gas (CNG), but private car own- 
ers till now were not making a beeline for alter- 
native fuel. However, there has been a 
staggering increase in sales of both private CNG 
vehicles as well as CNG retrofit kits, especially 
after the hike in petrol and diesel prices in June. 

“This demolishes the myth that CNG is a poor 
man’s fuel, says a senior executive at In- 
draprastha Gas (IGL), a consortium of Gail In- 
dia, Bharat Petroleum, and the government of 
Delhi, which is the sole CNG distributor in 
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Delhi. In Delhi alone, an average 4,000 passen- 
ger cars are being converted to CNG mode every 
month. According to a survey done for IGL by 
Delhi-based Research and Development Initia- 
tives (RDI), CNG fittings grew a whopping 200 
per cent-plus in 2008 over 2006. The number 
of private cars running on CNG in Delhi alone 
in February 2008 was 122,485 against 35,229 
in July 2006, an impressive increase of 250 per 
cent over the past two years. 

Numerous companies specialising in fitting 
CNG kits to private vehicles are struggling to 
cope with the recent spike in demand. “We saw 
a spurt in the past two months,” says Rahul 
Goel, general manager of Delhi-based Market- 
ing Clean Fuels Kits. Goel’s company used to fit 
about 100 kits per day, but since June, demand 
has jumped to 150-200 per day. 


CNG is a far superior fuel to petrol or diesel for 
a number of reasons. It has less impact on the 
environment, is less likely to auto-ignite on hot 
surfaces (since it has a high auto-ignition temp- 
erature of 540 degrees), is safer to transport and 
use, and also easier on the wallet. The cost of ru- 
nning a car on CNG is 73 per cent cheaper than 
petrol, and 45 per cent cheaper than diesel at 
current rates. One kg of CNG in Delhi is priced 
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at Rs 18.90 and can run 20.85 km, whereas 
petrol costs Rs 50.56 per litre and offers a mil- 
eage of 15 km, and diesel costs Rs 32.35 per litre 
and runs 20 km. “It (the rise in sales of CNG ve- 
hicles) is purely because of competitive pricing,” 
says Deepak Mahurkar, associate director for 
oil and gas at PricewaterhouseCoopers. “Con- 
sumers do not know any other language.” 

Car makers are now selling many more of 
their CNG models than before. “We sell Santro 
and Accent models with CNG,’ says Arvind Sax- 
ena, senior vice-president of India’s second- 
largest car maker, Hyundai Motors India. “We 
expect to sell 500-600 units of both models, 
which is a 50-60 per cent jump in sales.” 

Market leader Maruti Suzuki also plans to 
roll out more cars running on alternative fuels, 
including CNG. “We are looking at all ranges of 
models for alternative fuels,” says L.V. Rao, man- 
aging executive officer for engineering at 
Maruti Suzuki. “The demand for such vehicles, 
particularly passenger, would increase further.” 


Persistent Bottlenecks 

So, what's holding CNG back from realising its 
true potential as, perhaps, the fuel of choice for 
car owners throughout India? It comes as no 
surprise that the chief villain is lack of basic in- 
frastructure for sales. Queues outside CNG sta- 
tions are usually frustratingly long, and most 
prospective converts to CNG are deterred by the 
tedious wait in order to fill up. 

Currently, there are only 400 CNG stations in 
the country that are simply not able to cater to 
existing demand. For instance, when the gov- 
ernment allocated 5.5 million metric standards 
cubic per day (mmscmd) of CNG for sale, only 
3.6 mmsemd was consumed — not as much due 
to lack of demand, but simply because buying 
gas was a monumental task. 

Government-owned Gail supplies about 
99.95 per cent of this 5.5 mmscmd, while Gu- 
jarat State Petrochemical Corp. (GSPC) sells 
0.5 per cent. Despite private operators being al- 
lowed since 2005, none of them have started 
operating as yet. 

"Most local bodies have not been supportive 


in allocation of land and providing quick clear- 
ance and right of way,” says a source in the pe- 
troleum ministry. "Applications for more than 
1,300 CNG stations are pending with various 
state and central departments across the coun- 
try” Had these applications been approved, the 
country would have boasted a comfortable 
1,700 stations today. 

The statistics regarding expansion of CNG 
stations paint a dismal picture ofthe infrastruc- 
ture bottleneck. There are 163 CNG stations in 
Delhi, including 23 inside Delhi Transport Cor- 
poration depots, which IGL plans to open up for 
public use. However, IGL has added only 10 
stations in fiscal 2007-08, stating that it plans 
to add 50 more before the Commonwealth 
Games 2010. On the other hand, Mahanagar 
Gas (MGL) — a consortium of BG (formerly 
British Gas), Gail and the Maharashtra govern- 
ment, the sole CNG distributor in Mumbai — is 
distributing CNG through its 130 outlets in 
Mumbai. However, it added only three new out- 
lets in the past six months. 

CNG usage in India could get a boost if the 
government develops incentives for switching 
from petrol to gas. In the US, tax credits are 
available to consumers purchasing environ- 
ment-friendly ‘hybrid’ vehicles in order to offset 
the higher initial cost of purchase. As of now, 
none exist in India. Consequently, *a commer- 
cially viable mass-market for hybrid and alter- 
native fuel vehicles in India will take at least six- 
eight years to evolve", says Kapil Arora, partner 
for automotive sector at Ernst & Young. 

Currently, a handful of infrastructure compa- 
nies such as Reliance Energy are planning to in- 
stall CNG stations within the city, thus alleviat- 
ing the pent up demand. That's good news for 
CNG users. Still, without appropriate policies, 
speedy approval for land purchases that will 
house gas pumps, and incentives that could en- 
courage the average car owner to switch to a 
cheaper and environment-friendly fuel, the 
promise of CNG as the fuel of the future might 
turn out to be just a lot of hot air. 
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War dem roundtable 


Chipping 
In India 


THE INDIAN SEMICONDUCTOR AND EMBEDDED DE- 
sign services market has grown consistently over 
the past five years and is expected to cross 
Rs 29,718.68 crore ($7.37 billion) in 2008. 
According to a report by the India Semiconduc- 
tor Association (ISA) and Frost & Sullivan, the 
market for semiconductors has been estimated 
to rise to Rs 1,60,736 ($36.3 billion) by 2015 
from Rs 12,487 crore ($2.82 billion) in 2005. 
And consumption of electronic equipment is set 
to increase to Rs 16,07,364 crore ($363 billion) 
by 2015 from Rs 1,24,869.60 crore in 2005, es- 
tablishingan exciting context of demand growth 
for semiconductors. While rapidly growing 
GDP will boost demand from public and private 
sectors, rising per capita promises growth in the 
consumer electronics segment. 

On the policy front, the government is devel- 
oping India as an IT hardware hub, following its 
success in custom software and IT services. It is 
encouraging foreign investment to build the IT 
hardware industry. 

Against this backdrop, BW's Jehangir S. 
Pocha moderates a debate to gauge why the ind- 
ustry has been unsuccessful in building produ- 
cts and where it is headed. Industry leaders and 
experts, including Srini Rajam, chairman and 
CEO of Ittiam Systems; Jyotirmoy Daw, manag- 
ing director of Mentor Graphics; Atul Arora, 
president, commercial operations of ARM Em- 
bedded Technologies; and Jaswinder Ahuja, 
managing director of Cadence Design Systems, 
participated in the discussion. Excerpts: 


Jehangir S. Pocha: India is yet to become a na- 
tion that can build and develop products. What 
are the biggest obstacles for this? What can be 
done to change the equation? 

Srini Rajam: Building a successful product 
business requires higher level of risk-taking, 
higher investment, strong product definition, 
marketing skills, and close access to markets. 
India has been weak in these areas, but the sce- 
nario is definitely changing for the better in the 
21st century. 

Jyotirmoy Daw: Product development is likely 
to succeed more when it focuses on serving local 
market first. Currently, most of the incentives 
are for export-oriented activities. There should 


be some incentives for local entrepreneurs/ 
businesses to build products, which are being 
served mainly by imported products. 

Atul Arora: Indian companies are far away 
from the markets and have no global brand 
presence. Even if one has a good technology 
base — which Indian tech companies do — you 
cannot design products in vacuum, that is, 
without understanding the market needs. 
Pocha: Post the national semiconductor policy, 
where is the industry positioned now? 

Rajam: The state ofthe semiconductor industry 
can be seen from three angles: design, manu- 
facturing and market consumption. We are 
world-class in design. But we stand nowhere in 
manufacturing, and it would take 5-10 years to 
change that picture. We are now becoming a 
significant player in terms of consumption and 
will soon become a priority market. 

Arora: If you leave the hype aside, (the industry 
is) not far from where it was poised before the 
policy announcement. On a more serious note, 
the government took a while in getting its act 
together. One ofthe premier players in the field. 
Intel, decided to go elsewhere. All the others — 
SemIndia, HSMC, NTSC, who had boldly an- 
nounced their plans — have gone into hiberna- 
tion. Most new production plans are around so- 
lar cells for photovoltaic power generation. 
Jaswinder Ahuja: The policy is a step in the 
right direction. There have already been man) 
announcements of companies showing interes! 
in investing in fabs (mainly solar and LCD) tc 
the tune of $7 billion. Cutting-edge fabs require 
investments in excess of $3 billion and a well- 
developed ecosystem. We expect to see fab: 
coming up as and when the market forces sc 
justify. India is an established hub for embed 
ded and VLSI (very large scale integration) de 
sign. We foresee that companies will leverage 
this expertise to move into product innovatior 
and conceptualisation targeting emerging mar 
kets, including India. 

Pocha: How much ofthe road ahead is depend 
ent on ironing out the infrastructure loopholes‘ 
Ahuja: India needs world-class infrastructur 
to compete at the global level. So far, the Indiai 
semiconductor industry has established itself i1 
IP, design services and R&D, where physical in 
frastructure issues didn't inhibit business suc 
cess. However, as the manufacturing ecosysten 
evolves, access to ports, uninterrupted electric 
ity, abundant supply of clean water, waste man 
agement capability, warehousing, a good roa 
network and global air connectivity will be crit 
ical for success. 

Pocha: When will we start seeing more localise 
products being developed? 

Rajam: This is already happening in certain ar 
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eas. Customised digital set- 
top box for the home TV 
market is a good example. 
Global companies have 
launched cellphone models 
targeted at India. This will 
pick up real momentum 
when the Indian market attains a critical vol- 
ume in specific areas. 

Daw: In two-three years, perhaps. 

\rora: I guess when we Indians stop buying just 
‘made-in-foreign’ stuff and start being critical of 
the products being sold to us. 

Pocha: What are some of the verticals or seg- 
ments where you see maximum opportunity at 
the moment in the domestic market? 

Electronic payment processing, mobile- 
and GPS-enabled solutions, security/surveil- 
lance, educational and medical devices. 

\rora: The communications vertical will con- 
tinue to lead by a length. Automotive electron- 
ics — powertrain management (ecology), safety, 
infotainment, PMD (personal music devices), 
hand-held internet devices, medical electronics 
— all these are waiting to happen or are already 
happening. 

\huja: Communications and consumer remain 
the largest and fastest growing segments in 
India. With 7 million phones being added 
every month, cellphones are driving electronics 
consumption in India. The teledensity in the 
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country is still around 22 per 
cent compared with 60 per 
cent in China. With rising 
disposable incomes, con- 
sumer goods like televisions 
and DVDs are in demand. 
The growth in demand 
for electronic systems will in turn fuel the de- 
mand for semiconductors, printed circuit 
boards, passive components as well as mechan- 
ical components. 

What are India’s advantages? What 
skills do we need to hone? 

World-class talent and design ecosys- 
tem are the key advantages. The growth of local 
electronics market will soon offer an important 
advantage. 

Our population can be a big advantage in 
generating demands for locally produced 
goods. In the skills area, we need to train people 
on the value of ‘built-in quality, where quality is 
ensured at every step. 

Young population — demographic ad- 
vantage, use of English language and cheap 
labour. Since the last two are already eroding, 
we should impart the right skills to young 
people now and not later so that they can 
compete with the best in the world and not with 
the cheapest. 








bweditor @abp.in 
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OUR UNFAIR ADVANTAGE 


ROOM FOR GROWTH: 
(From left) Srini Rajam, 
Jyotirmoy Daw, Jehangir 
S. Pocha, Jaswinder 
Ahuja and Atul Arora 


ADVENTURE 


Trek me high 


i "WHEN YOUR SOUL IS DISTURBED, GO TO THE 
Sahy adris Sahyadris to obtain quiet and peace,” advises 
and Viraat trekking guru Harish Kapadia in his popular 
Khai have book Trek The Sahyadris. The north-south 
Sahyadri mountain range is spread over 600 
become km- starting with Tapi river near Surat and 
hotspots for ending in Terekhol creek in Goa. Though 
rather narrow — it’s only 10-20 km in width — 
trekkers from the hills here go as high as 900-1,650 metre. 
all over the Those living far away from the Sahyadris can 
find this peace and quiet in the Himalayas, 
cou ntry which have been described by poet Kalidasa as 
‘Nagadhiraj’ or the Lord of mountains. Staying 





HIMALAYAN KINGDOM: away from these beauty spots this monsoon 
Viraat Khai (top and will require a monumental effort indeed. 
below) in Uttarakhand is Northward bound: The foothills of the 
a popular trekking spot Himalayas offer some of the most spectacular 
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mountain treks. From Ladakh to Himachal 
Pradesh to Uttarakhand, each location boasts 
green hills, deep undulating valleys, and 
enough flora and fauna to enthral the most 
demanding of nature lovers. 

One such spot is Viraat Khai in Uttara- 
khand. Here dozens of trails snake through the 
mountains, including some that go as high as 
2,500 metres. Roughly 325 km from Delhi, it 
requires an overnight drive to reach. Another 
option is to take a train to Dehradun, and then 
drive the remaining 85 km via Mussoorie. 

Treks around Viraat Khai take you across a 
variety of terrain including steep, sharply- 
curving gravel paths, beautiful hill-side trails 
that overlook the surrounding valleys, and 
trails that cut through dense jungle paths that 
are used by mountain goats and other animals. 

Adventure tourism company Great Indian 
Outdoors runs a camp called ‘Room on the 
Roof’ at Viraat Khai. It offers a range of 
facilities such as mountain biking, rafting, 
rappelling and bridge slithering. 

The best season to go trekking in Uttara- 
khand is between April and July and again 
between September and November. On clear 
nights, one can see all the way to Mussoorie, 
whose bright lights mark the 
distant hills. 

Western wonder: In the 
west, of course, Sahyadri 
rules. Popular hill stations 
here are Matheran, Maha- 
baleshwar and Lonavala, and 
popular trekking spots 
include Harishchandragad, 
Rajmachi, Karnala, Rajgad, 
Kalsubhai and Chanderi. 

Those wanting to try off- 
beat places can begin with 
Calu waterfall, Devacha 
Gadhav and Gambhirnath 
caves. The treks here can be 
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DIFFERENT DOSE: 
Devacha Gadav (above) 
and Calu waterfall 
(below) are two off-beat 
trekking destinations 
near Mumbai 


covered in a day or two and are hence, ideal for 
those who have just a weekend to spare, and 
do not require specialised gear. 

Calu waterfall in the Malshej Ghat region, 
90 km to the north-east of Mumbai, is far 
from the madding crowd of towns. With the 
water falling from a height of 150 metre, it is 
an ideal spot to soak in some cool splendour. 

Then there is Devacha Gadhav, which is 
Marathi for donkey chariot of God. God, in 
this case, is the adjacent Karkaidongar but 
one wonders where the donkey comes from, 
as there is none that one encounters in or 
around the region. 

Finally, it is time for reflection at 
Gambhirnath caves, which are closer to 
Mumbai than the other two spots. Take any 
Pune train and halt at a station called 
Thakurwadi. A few steps down the railway 
track itself will take you to the cave on the 
face of a huge mountain wall. Folklore has it 
that a sage meditated here and found his 
calling, but with saffron flags, the place has 
more of a political feel. But fret not, walk 
deep in and you will experience an adventure 
to rave about. 

As with all sports, the right gear will 
prevent injuries and improve 
performance. Regular 
cross-trainers are only good 
for light treks. For rougher 
terrain, wear a trekking shoe 
or boot. Companies such as 
Merrell, Timberland and 
Columbia are popular among 
adventure sports enthusiasts. 
However, Merrell's range is 
the only one that is available 
in India. 
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Rajesh Gajra and 

Pierre Martio Fitter 

(Pierre's travel to Viraat Khai 
was sponsored by Merrell) 


Lifestyle 


ATTRACTING LUXURY 


CHOCOLATES 


Made in India 


RAVISSANT MAY NOT BE 






lifestyle forum saw 





quite Ralph Lauren the glitterati of ind- 
yet and Hidesign ustry in New Delhi 
may still have to au last week. Ness 
climb higher — 3:71 3«* Wadia, joint 
to attain wr W managing 


the chic r 


level of Gucci, - ud 


but if industry 


initiatives are to be ~ 


believed, then more 
and more of uber 
global luxury brands 
will sport a ‘Made in 
India' label soon. 
Many foreign 
designers and 
manufacturers 
already outsource 
from India, but 
instances of global 
handshakes are few. 
Sensing the potential 
of the sector and the 
need to give a leg-up 
to the luxe factor, the 
government has now 
pledged its support to 





integrating the skills 
of Indian artisans and 
craftsmen with inter- 
national expertise to 
make India a global 
hub for manufac- 
turing luxury goods. 
The launch of a 
first-of-its-kind 






-—- director of 
— Bombay 
Dyeing and 
chairman of the 
forum, which has 
been launched by 
“icci, said on the 
occasion, “This will 
be a catalyst for the 
development of 





Indian indigenous 
luxury brands for the 
global fashion and 
luxury goods market.” 
As part of the ini- 
tiative, a memoran- 
dum of understanding 
will be signed with 
luxury organisations 
such as Comite 
Colbert of France, 
Walpole of the UK 
and the Luxury 
Institute of the US. 
The forum will have 
its first roundtable in 
Paris on 1 October 
with Comite Colbert, 
which has 70 luxury 
French houses as its 
members. 

Shalini S. Sharma / 
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FERRERO ROCHER, THE 
Italian chocolate 
maker, is setting up a 
manufacturing unit 
in India, at Baramati 
near Pune. The 
spherical chocolates 
with a whole roasted 
hazelnut encased in 
cream-filled wafer 
and delicious choco- 
late are amongst the 
most popular foreign 
brands in India. 
Wrapped in gold 
foils, they come 
arranged in trans- 
parent boxes of 
plastic quite in the 
manner of traditional 
Indian sweets. It is, 
thus, not uncommon 
to see imported boxes 
of Ferreros being 
exchanged on fest- 
ivals and celebra- 
tions. The affordable 
price — Rs 450 fora 
box of 300 gm — has 
only helped. Other 
popular global choco- 
lates such as Belgi- 


AMIT VERMA 


ums Godiva, though 
tastier and packaged 
better, also tend to be 
priced higher — Rs 
3,925 for 235 gm — 
and have caught on 
only amongst the rich 
socialites in big cities. 
In a matter of a few 
years, Ferrero Rocher 
has become so 
popular that several 
India-made look- 
alikes have appeared 
on shop shelves. An 
eatery in Delhi's 
Khan Market 
frequented by the 





SWEET TIDINGS: 
Ferreros will soon be 
manufactured in India 


likes of Priyanka 
Gandhi and Omar 
Abdullah even offers 
a Ferrero Rocher 
flavour of ice cream. 
And several five-star 
hotel bakeries have 
cakes designed 
around the chocolate. 
The company, 
though, is tight- 
lipped about its India 
plans at the moment. 
Puja Mehra 





All For A Cause: Dancers perform during the opening ceremony of 
the 17th International AIDS Conference in Mexico City 
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TRAVEL 


Irvosue 


Bavarian rhapsody 


MUNICH BELIES THE 


German stereotype of 


stern efficiency. True, 
the city is home to 
BMW but it is also 
home to the world's 
most celebrated beer 
binge — the Oktober- 
fest. In fact, the city 
has something for 
everyone. 

BMWSs cylinder- 
block-shaped head- 
quarters and its odd- 
bowl museum are a 
must-see for motor- 
heads. The history- 
minded can walk the 
grounds that once lay 
beneath the storm 
troopers of Hitler. 
For the connoisseurs 
of architecture, the 
churches surround- 
ing the old town 
centre, Marienplatz, 
are a treat. 

Those itching for a 
kick can head for the 
English Gardens and 
hit a few balls. The 
adjacent Nymphen- 
burg Palace with its 
classic buildings and 
manicured lawns 
provides a sharp 
contrast to the moto- 


SPLENDID ART: The 
classic Nymphenberg 
Palace in Munich 


FEROZ AHMED 
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rised world of BMWs 
and Porsches. The 
Palace is still home to 
the present scion of 
the millennium-old 
Wittersbacher dynas- 
ty of Bavaria. How- 
ever, his residence is 
limited to a three- 
bedroom section and 
he now brews beer for 
a living. 

Though Germans 
are not known for 
their gastronomical 
indulgences, Munich 
has some outstanding 
restaurants. Spaten- 
haus, opposite the 
Opera House, is a 
venerable eatery that 
serves the best of 
Bavarian food and 
beer. To be with the 
hip crowd of the city, 
one should dine at 
Lenbach Palais. 

The best time to be 
in Munich is during 
the Oktoberfest. But 
one needs some seri- 
ous drinking prowess 
to be able to do 
justice to the varieties 
of beer that Munich 
offers. Also, the beer 
brewed in summer 
tends to be strong. 

Come October, say 
cheers in Munich. 

Feroz Ahmed 
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BON VIVANT 


Preserving iconic art 


THE POPULAR IMAGES OF GODDESSES 


Delhi that will have Varma's prints 
Lakshmi and Saraswati that most on display. 
of us have grown up with were When some of these oleographs 
created by Raja Ravi Varma. What reached Burma in the early 20th 
he also did was take art beyond the — century, they were embellished 
boundaries of palaces in the early with zardosi and pieces of high- 
19th century to the drawing rooms quality fabric. If one were to buy 
of middle-class homes through any of these today, from anywhere 
his oleographs. in the world — the Hauz Khas 
An oleograph is a print made market and Paharganj in New Delhi 
with oil paint, and is made to look to the smaller shops in Colaba in 
like an oil painting. Varma Mumbai and the flea markets across 
popularised this technique through Europe — the price ranges between 
his printing press in Mumbai Rs 2,000 for a small plain print and 
(then Bombay), which he set up in Rs 12,000 for a small zardosi piece 
1892 to produce high-quality prints to around Rs 20,000-25,000 and 
of his paintings. In the past five even up to Rs 1 lakh depending on 
. years, these oleographs have the size, and the rarity of the 
generated a lot of interest and have subject matter. If within your range, 
seen prices spiralling. This month a work with zardosi has more value 
there are two exhibitions in New and potential for increase in future. 

For buyers, it is important to 
ensure that the strip at the bottom, 
giving the details of the registration 
number, print title, and the location 
of the press, is intact as this is what 
makes the artwork complete and 
truly valuable. 

One should also be careful of 
where one procures the prints from 
as fakes abound in markets. It is 

$ easy to make zardosi work look 

3 antique. One should also notice the 
g patina of the work, as that really is 
z the distinguishing factor between a 
=f fake and a real. 

zM Anubhav R. Nath is the director of 
š Ojas Art and founder of Ramchander 
š Nath Foundation 
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BROWSING 


Manas Fuloria 
EVP Corporate 
Strategy and Co- 
founder, Nagarro 
Software 

At the moment | am 
reading Making Movies 
by SIDNEY LUMET. | am 
fascinated by the work of 
great directors such as 
Satyajit Ray, Fredrico 
Fellini and Akira 
Kurosawa, and bought the 
book to deconstruct and 
assimilate the creative 
process behind film- 
making. | read all kinds of 
books — savour fiction 
and rapidly skim through 
self-help and 
management books. The 
books on my bedside 
table include The Ivory 
Grin by Ross Macdonald, 
the classic Moll Flanders 
by Daniel Defoe and The 3 
Mistakes of My Life by 
Chetan Bhagat. 


by bibek debroy 


OUT OF POVERTY WHAT WORKS 
WHEN TRADITIONAL APPROACHES FAIL 
BY PAUL POLAK, TATA MCGRAW-HILL; 
PAGES: 229; PRICE: Rs 295 


PAUL POLAK IS MORE THAN A FOUNDER (OR CO- 
founder) of the International Development En- 
terprises (IDE). He was born in the Czech Re- 
public and raised in Canada where, as a 
12-year-old, he started a strawberry farm. A de- 
gree in psychiatry was followed by practice in 
Montreal and Denver (Colorado). Then a trip to 
Bangladesh brought him in closer contact with 
poverty, and IDE was established in 1981. He 
has written, and has been written about. But 
this is his first book. “I hate books about poverty 
that make you feel guilty, as well as dry, aca- 
demic ones that put you to sleep. Working to al- 
leviate poverty is a lively, exciting field capable 
of generating new hope and inspiration, not 
feelings of gloom and doom. Learning the truth 
about poverty generates disruptive innovations 
capable of enriching the lives of rich people 
even more than those of poor people.” This is 
not an academic and dry book. It is part autobi- 
ographical, partly about IDE and mostly about 
the poor and how their lives were transformed. 
It is anecdotal, and written in a style impossible 
to describe in a review. Without any qualifica- 
tion, this is a book everyone should read. 

The introduction makes four simple and ob- 
vious points, learnt from talking to the rural 
poor. (1) The biggest reason most poor people 
are poor is because they don't have enough 
money. (2) Most of the extremely poor earn 
their living from one-acre farms. (3) They can 
earn much more by finding ways to grow and 
sell high-value, labour-intensive crops such as 
off-season fruits and vegetables. (4) To do that, 


PAUL POLAK is the founder of Colorado-based inter- 
national Development Enterprises, dedicated to 


they need access to very cheap small-farm irri- 
gation, good seeds and fertilisers, and markets 
where they sell their crops at profit. The first 
chapter then talks about 12 steps to practical 
problem solving. Part — but not all — ofthis in- 
volves talking to people and evolving a bottom- 
up approach, perhaps an extrapolation of the 
psychiatric training. The second chapter high- 
lights three poverty eradication myths. 

E We can donate people out of poverty. Says Po- 
lak, *The most important poverty eradication 
myth is that we can donate people out of 
poverty. Incredibly, Jeffrey Sachs, head of the 
UN Millennium Development Goals Initiative, 
believes that people who live on a dollar a day 
are too poor to invest their own money to move 
out of poverty... But this type of subsidy solu- 
tion is endemic in the development world... To 
move out of poverty, poor people have to invest 
their own time and money. The path out of 
poverty lies in releasing the energy of Third 
World entrepreneurs.” 

E Economic growth will end poverty. Indian 
pro-reformers will point to trickle-down bene- 
fits of growth, leading to drops in poverty ratios 
in the National Sample Survey 2004-05. A sim- 
ilar argument can also be advanced about 
China. However, Polak's proposition is based on 
points (2), (3) and (4). "It is because most ofthe 
poor people in the world live in remote rural ar- 
eas that will likely continue to be bypassed by 
successive waves of urban-centred industrial 
growth. Industrial growth in urban areas leads 
national per capita GDP growth, and it gener- 
ally bypasses the three-quarters of the dollar-a- 
day people who live in isolated rural areas and 
earn their living from tiny farms." Bharat Nir- 
man notwithstanding, this hypothesis fits the 
Indian experience quite well. 

m Big business will 
end poverty. This dis- 
cussion takes on C.K. 





developing solutions for povertv alleviation. For the 
past 25 years, he has worked with farmers across the 
globe. In 2004, he received Ernst & Young's Entre- 
preneur of the Year award for social responsibility, 
and was named one of the Scientific American Top 50 
for his leadership in agriculture policy in 2003. 
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Prahalad (The For- 
tune at the Bottom of 
the Pyramid). "But 
the practical methods 
Prahalad proposes in 
order to take advan- 


tage of this new world of opportunity fall far 
short of the exciting vision he begins with... Of 
the nine exemplary organizations he describes, 
one is not a business at all, but an admirable 
charity, three serve middle-class or richer cus- 
tomers, one provides useful epidemiological in- 
formation but no data are available on its per- 
formance as a business, and four are engaged in 
activities that have differing financial perform- 
ance and impacts on poor people” 

The next eight chapters are best described as 
instances of what works. These successes can be 
replicated in India’s black hole. Of India’s 
600,000 villages, 125,000 are in this back-of- 
beyond league, though 125,000 are in the for- 
tune-at-the-bottom-of-the-pyramid category. 
Polak’s book isn’t India-specific. But its message 
should be imbibed in the new National Com- 
mon Minimum Programme the incoming gov- 
ernment frames in 2009. Given the content, it’s 
a pity the publishers didn’t devote greater atten- 
tion to quality and elimination of typos. 


Bibek Debroy is a research professor at the 
New Delhi-based Centre for Policy Research 


SELECTION 1 
Beyond 
Hard Facts 


A CENTURY OF TRUST 
THE STORY OF TATA STEEL 

BY RUDRANGSHU MUKHERJEE, 
PENGUIN PORTFOLIO, 

PAGES: 147; PRICE Rs 399 





WITH THE HUGE RISE IN THE PRICES OF ALL-IMPO- 
rtant raw materials such as pig iron, coke, cop- 
per, brass, plastic and aluminium, industrialists 
in the steel business have, for the past few 
months, struggled to stay in business. They 
protested against the government's failure to 
rein in prices of these raw materials. This is 
2008, when India is self-reliant in this metal, 
these industrialists said. But is this claim true? 
In a well-researched work, Rudrangshu 
Mukherjee brings to life the story of the journey 
of the Indian steel industry — from the days of 
the licence raj to the current moment of reform- 
based policy. Mukherjee examines India’s walk 
towards self-reliance in steel through the biog- 
raphy of one of the leading companies in the 
sector. The book brings to light, not just the 
history of Tata Steel, but also the several bench- 
marks that it has set for the Indian industry as a 
whole — one of the prominent ones being the 
eight-hour schedule for labourers. For those 


who had read of Jamsetji Nusserwanji Tata in 
their school textbooks and thought the story 
ended rather abruptly, this book brings to the 
fore one of his finest achievements and lasting 
legacies. For those who read about Tata Steel as 
a dry case study at B-schools, it provides the 
missing colour. For example, the author tells us 
that “Dorabji Tata had to pledge his personal 
wealth and his wife's jewellery to secure a loan 
from the Imperial Bank” 

No doubt, the mood at Jamshedpur today is 
quite different from then. The reasons are obvi- 
ous — Tata Steel is now a truly global steel com- 
pany. The journey continues. 

—M. Rajendran 


SELECTION 2 
EE Anglicised 
B Portraits 


EDITORS SUSHMA JOSHI AND 
Ajit Baral explain in their 
note that because they had 
decided to take stories writ- 
ten in English (and not accept 
translations) for this anthol- 
ogy, they had difficulty in finding works by Jan- 
jati and Dalit women of Nepal. This immedi- 
ately places the writers in the category of 
English-literate Nepalese and Nepal-dwelling 
westerners, not quite befitting the title NEW 
NEPAL NEW VOICES (Rupa). 

The choice ofthe first story "The Face Of Car- 
olyn Flint' is jarring. And reading it would be 
reason enough to put the book aside. But the 
second story, 'Scorpion's Sting' prompts you to 
carry on. It is followed by ‘Love And Lust In The 
Maoist Hinterland’ ‘Old Iron Trunks’, ‘Law and 
Order’, ‘Regiment Training In An Open 
Ground’, each of which captures the basic 
essence of the Himalayan nation. And among 
these stories, Greta Rana’s ‘The Hill’ is out- 
standing. Facets of Nepalese society, mostly 
Kathmandu based, are neatly packaged in sto- 
ries like ‘Dark Kathmandu Sideways’ and “The 
Interview. The language is easy and evolved, 
despite the occasional use of American slangs. 
Manjushree Thapa’s ‘Walk Fast’ is one of the 
most concisely written in the collection. And 
while it does not actually tell a tale, it engenders 
a larger story which builds itself up in the 
readers mind. 

Despite the initial hiccups, the anthology is 
an impressive collection of stories from Nepal 
— a country with no dearth of ideas or talent. It 
is a promising sign of things to come. 

—Jyoti Thapa Mani 
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THE CASE 
AGAINST BARACK 
OBAMA: THE 
UNLIKELY RISE 
AND 
UNEXAMINED 
AGENDA OF THE 
MEDIA’S 
FAVOURITE 
CANDIDATE 

BY DAVID FREDDOSO 
REGNERY PUBLISHING 
Supporters and campaign 
managers of both Hillary 
Clinton and John McCain 
have, on different 
occasions, accused the 
American media of a 
Barack Obama bias. In 
this book, David Freddoso 
looks behind the media 
image of the suave, 
young, inspirational and 
idealistic Obama. He 
suggests that Obama's 
left-wing voting record is 
a very real threat for 
America, as is his 
political inexperience. He 
goes as far as to say that 
Obama is a poor judge of 
character, deceitful and 
will not usher in a 
politics of change and, 
under his command, 
America would become 
an endangered country. 


Rigged Oil Market 





The govern- 
ment's 
stranglehold on 
the Indian 
market has 
made the New 
Exploration 
Licensing 
Policy 
unmarketable 


THE OIL CRISIS OF 1973 LED THE INDIAN GOVERN- 
ment to take direct control of energy industries. 
For 20 years, it tried to meet the country’s en- 
ergy requirements with its own capital and en- 
terprise. When the policy of state weber alles 
spectacularly failed in the late 1980s, there was 
a change of heart, but not entirely. Private en- 
terprise was allowed into the oil and 
gas industry, but public enterprises 
were neither privatised nor asked to 
take a back seat. There was some- 
thing for everyone. The New Explo- 
ration Licensing Policy, introduced 
in the 1990s, levelled the playing 
field between the private and the 
public sector — in theory. 

In one of the concessions granted 
under this policy, Gas Authority of 
India discovered oil offshore Gujarat 
in partnership with others. It laid a 
pipeline and took the gas to the capi- 
tal. Delhi — especially the Delhi of 
politicians and bureaucrats — has 
been getting residential gas cheap — 
unlimited gas at Rs 200 a month. In 
2002, the Supreme Court frowned 
on the perpetual haze in Delhi skies, 
and decreed that all buses and taxis would be 
converted to gas. There were long queues at the 
few gas stations; auto rickshaws spent more 
time queueing than carrying passengers. But 
gradually the teething problems were sorted 


BLOOMBERG 


. out; for five years, Delhi enjoyed clear skies like 


in the 1960s. 

That era of clean air is coming to an end. The 
pipes are running out of gas; the queues at gas 
stations have reappeared. The first to run out of 
gas will be power stations. That will be no great 
problem; they can be easily converted to use liq- 
uid fuels. Residences have no such simple solu- 
tion. Liquefied petroleum gas is a possible solu- 
tion; but it cannot be distributed in the current 
pipelines. People will have to go back to lugging 
heavy cylinders home. And the era of LPG may 
also not last long. Our populist government has 
the ambition of LPG in every rural home. That 
will mean ballooning subsidies, since villagers 
can afford LPG even less than townspeople. It 
will mean thousands of trucks lumbering down 
to every village, and consuming diesel oil to do 
so. And the supply of LPG is limited by the out- 
put of oil refineries. LPG is just gaseous oil; us- 
ing more of it does not mean using less oil. 


The crunch will come when Bombay Hig 
gas runs out; that is only a few years away. Tt 
government can buy natural gas from Iran an 
pipe it through Pakistan; but it does not fin 
that solution welcome, and has been putting 
off for 15 years. It can liquefy Iranian natur 
gas and ship it to the west coast. But the costs: 
shipping it are twice the costs of bringing it : 
an overland pipeline. Since the bleeding-hea 
government cannot bring itself to charging an’ 
one the fair price, all these solutions will requi: 
enormous subsidies from it. 

That is why it is now eyeing the gas found of 
shore by Reliance in the Krishna Godava 
delta. Reliance has been trying for the past tw 
years to find buyers for this gas. But only tl 
central and the state governments own pow 
stations and fertiliser plants, which can tal 
large quantities of gas. They make it a princip 
to run their enterprises at a loss. So they will r 
fuse to pay a decent price; they will ask Relian: 
to join their system of all costs and no profits. 

That has been the experience of Cairn, whic 
discovered oil in Rajasthan. The reserves di 
covered were too small to support a refinery, ; 
the crude had to be sold to an existing refine 
The oil was too far from the sea, so it had to | 
sold to a domestic refiner — either Oil and Na 
ural Gas Corporation or Indian Oil Corpor 
tion. IOC refused to take interest; ONC 
played hard to get. Cairn will probably sell tl 
oil to ONGC eventually, at a throwaway price. 

The government may promise prospectors ft 
freedom in marketing the oil or gas they fin 
But that freedom means nothing as long as tl 
government owns almost the entire downstrea 
industry; eventually, anyone who makes a di 
covery will become a slave of the governmer 
The only good consequence of the Reliance at 
Cairn cases is that they drive home this lesso 
Once they do so, international prospectors w 
realise the folly of prospecting in and around I 
dia. The government may keep offering oil co 
cessions and calling for bids. But once foreigne 
learn their lesson, only the government's ov 
companies will remain as bidders. Already in t 
last round of National Exploration and Licer 
ing Policy, most of the concessions went 
ONGC and Reliance. Next time, Reliance t: 
will drop out, and ONGC, OIC and Gujarat Sta 
Petroleum Corporation, all government comp 
nies, will be the only bidders. We will be back 
where we were in the 1970s. 
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On the 62nd Independence Day, pS e 
UCO Bank reaffirms its _ š one 

commitment towards the < n 4 E 

progress of the country. 






ES 





AILOY S Letter 


Time To Businessworl 


SIXTY ONE IS NOT A 
landmark age, but 
this could be a land- 
mark year for India. 
It is a time of choice. 
With economic reali- 
ties shredding the 
notion of perpetual 
growth, will we still 
try to coast on hype- 
induced euphoria, or 
begin to address the 
fundamental prob- 
lems constraining 
our nation? With elections loom- 
ing, will we punish regional parties 
caught with their pants down on 
television and return to one-party 
government, or shall we languish 
in the purgatory of political indeci- 
sion? With social unrest rising, will 
we accept that equitable growth is 
not just an epithet to placate 
NGOs, but the only solution to de- 
velopment? With cleavages replac- 
ing culture on our screens and 
front pages, will we enthrone poor 
taste as habit or punish the pushers 
of banality with our disdain? 

So far, our inability to resolve 
these questions has put our nation- 
al dreams on hold. Everywhere, 
things are in flux. Political uncerta- 
inty has cramped policy-making, 
intellectual and creative ossifica- 
tion has shackled national expres- 
sion, and high interest rates have 
frozen spending. The slowdown, 
experts say, could stretch till 2010. 

A nation used to 9 per cent 





Choose 


growth and 25 per 
cent wage hikes 
might not adjust well 
to less prodigious 
economic per- 
formance. Social un- 
rest is certain to in- 
crease, but the pain 
of a slowdown could 
also spur positive ch- 
ange. Just as the 1991 
crisis forced India to 
reform, and the 1999 
slowdown pushed 
India Inc. into limbering up manu- 
facturing, a downturn might gal- 
vanise our wayward policy makers. 

No vote bank or interest group 
likes a slowdown, and if these gro- 
ups push for reform, we will get it. 
Energy and food security, adminis- 
trative reform, improving social ser- 
vices, labour reforms... the agenda 
for change is so long that any party 
that wins the next election will find 
something to pick from it. 

India has never been more eager 
or equipped for change. Our mind- 
sets are transforming and many of 
the conflicts wracking our nation 
are probably terminal ones. New 
visions of India — ones that would 
please those who sacrificed for our 
freedom — are forming in a billion 
minds. Our dreams may be on 
hold, but they are morphing and 
modernising. If only we can pursue 
them with the resoluteness and 
rectitude with which we fulfilled 
the dream of Independence. 


Fane 


jehangir s. pocha, editor 
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Straight Talking 


Your story on Commerce Minister Kamal 
Nath’s failed mission to Geneva was very 
timely (‘Farming Failure’, BW, 11 August). But 
I think it is high time the issue gets some 
detailed attention. An engineering student like 
me is still undecided about whether India 
gained or lost during the negotiations. It is 
crucial to look beyond ‘isms’ and understand 
what is in India’s interest. This is more so in 
the election season, when espousing the far- 
mers’ cause is more a matter of politics than 
economics. It is worrying that nobody is 
thinking of India. 

Sajit Mehendiratta, Anmedabad 


No Clear Choice 

I agree with Maneka Gandhi (‘N-Energy Is 
Not Clean’, BW, 11 August). If the government 
is concerned about our energy needs, why are 
they are not exploring renewable energy? | 
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Road To Innovation 


Today's consumers are highly opinionated about their 
needs and preferences (Designing India, BW, 18 August). 
And this makes innovation even more critical. No wonder 
then, that local and multinational companies are now 
packaging their products to suit the Indian consumer. 
Take Virgin Mobile, for example. It offers additional talk- 
time for every call received. Such innovative marketing 
approaches is a sign of things to come. 


Roshan Kumar Agrawal, Warangal 


Kudos to you for taking the initiative in celebrating 
design. Thanks to you, we got to know the best and the 
brightest of Indian design and, more importantly, the 
creator finally got his share of the spotlight. 


Prabhu Vasan, Pune 


Hydro power, wind power, bio-energy projects, 
solar power — India has a lot of options. As 
Gandhi has shown, nuclear power is not so 
environment friendly as is believed. When the 
West are moving towards renewable energy, 
why are we accepting high-cost nuclear 
energy? It seems we are playing into the hands 
of suppliers of nuclear plant equipment. 
Arindam Chatterjee, Kolkata 


Diffused Focus 
It is great that a business magazine like yours 
gives space and thought to scientific matters. I 
particulary liked the report on bubble fusion 
(‘Diffused’, Tech Talk, BW, 11 August). Your 
diversified approach to news and views is well 
appreciated by majority of the readers. 
V.Padmanabhan, Pondicherry 


On A Hike 
Your story on off-beat treks has given me ideas 
(‘Trek Me High’, In Vogue, BW, 18 August). In 
today's fast-paced life, it is difficult to take long 
holidays. And the regular quick getaways have 
become too common and overcrowded. Most 
people are now looking beyond the done-to- 
death destinations. I am now planning to take 
a hike to Viraat Khai in Uttarakhand with my 
cousins. The thought of mountain biking, 
rafting and rappelling in this serene location is 
very tempting. 

Bikram Beniwal, New Delhi 


Letters may have been edited for brevity. 
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Canon brings spectacular image quality to life in photographic works worthy of being called art. 
Made possible by Canon's stunning 21.1-megapixel full-frame CMOS sensor, high-speed € te 
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designed for creative freedom. Enabling powerful digital artistry that surpasses 
the demanding requirements of professionals. For those with a rich imagination 
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32 Essay: Bridled Optimism 
A slowdown and social change are giving 
India a more realistic picture of itself. 


38 Bottlenecks To Growth 
Four policy issues that can trip economic 
growth if not addressed urgently. 


THREE FOR THREE 


As India’s three star industries falter, three 
more could rise to take their place. 


t2 OnDrugs 
The ambitions of Indian pharma are 
wilting in the face of global competition. 


tS No Longer IT 
IT services companies are paying the 
price of their US obsession. 


50 Telecom Tragedy 
Greed and lobbying are gutting India’s 
most tangible domestic success story. 


52 Open Account 
Banking reforms could help make India 
a global financial centre. 


56 Making Movies 
India’s vibrant media industry could 
rescue us from economic dire straits. 


58 Welcome Visitors 
Unleashing India’s tourism potential 
could bring billions of dollars home. 
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Companies that are beating the slowdown. 


67 10 Great Ideas 


India’s key change agents. 
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Cartoonist Morparias take on India@ 61. 
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The 10 most successful brand launches. 
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Despite promises of reform, India’s educa- 
tion system is in shambles. 
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How corporate funding and sponsorships 
are revitalising Indian sport. 


86 Forgetting Nehru 
India’s new ‘pragmatic’ foreign policy has 
helped business, but at what cost? 
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Food processing can save much of the 
Rs 58,000-crore of food lost every year. 
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India’s military is losing its edge. 
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RETAIL 


Cash And Carry 


A flurry of 
new deals 
have put the 
Indian retail 
sector back 
in the news 


BUILDING BRIDGES: 
Tesco has partnered 
with the Tata Group 

to enter India 





INDIAN RETAIL SECTOR 
is hotting up with a 
line of announceme- 
nts. First it was the 
UK retail major Tesco 
getting into cash- 
and-carry business. 
Close on the heels was 
a franchise agreem- 
ent of Reliance Retail 
with Hamleys, the 
UK-based 248-year- 
old toy maker. Trent, 
run by Tata Group 
Chairman Ratan 
Tata’s half-brother 
Noel Tata, is doing a 
similar franchisee 
deal with Tesco for its 
hyper-market busi- 
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ness (Star Bazaar). 
While the franchi- 
see deals are effective 
ways to leverage the 
expertise and techni- 
cal know-how ofa 
retail conglomerate, 
Indian retailers sho- 
uld understand that 
the cash-and-carry 
model adopted by for- 
eign retailers — a ba- 
ckdoor entry so to say 
— could give them a 
run for their money. 
While Metro and Sho- 
prite is into it already, 
Wal-Mart would soon 
start operations. 
"Cash and carry suits 


1 


Indian market condi- 
tions, where the 
kirana stores domi- 
nate the landscape,” 
says Saket Bhatnagar, 
principal consultant 
for Technopak, a - 
Gurgaon-based retail 
consultant. 

There are 15 mil- 
lion kirana stores in 
India, with organised 
retail constituting 
only 5-6 per cent of 
the $280-billion 
domestic retail indus- 
try. Retail experts say 
it takes anything 
between Rs 300 crore 
and Rs 400 crore of 
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sales a year for an 
outlet — under cash- 
and-carry format — 
to break even. Proper 
sourcing and supply 
chain management 
would be key for sur- 
vival in this business. 
It would be interes- 
ting to check how dif- 
ferent retail formats 
co-exist. For the mo- 
ment, the stringent 
foreign direct invest- 
ment norms are the 
only glue keeping the 
foreign and Indian 
retailers together. 
Muthukumar K. 
and Vishal Krishna 


billion. The projected sales of Amazon’s Kindle, a wireless e-book reading device, by 2010. 
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OLYMPICS 


"I will return (from England) and die on 


Thai soil, just like other Thais.” 


Opening Shot 


India gets 
its first 
ever 
individual 
Olympics 
gold medal 


HOT PROPERTY: 
Abhinav Bindra will be 
a hit in the brand 
endorsement market 


EXPANDING OIL 


'GOFORGOLD' HAS BEEN 
his chosen email 
name for years. Now, 
Abhinav Bindra, 24, 
has literally shot to 
national fame by win- 
ning the gold medal in 
the 10-metre air rifle 
event at the Beijing 
Olympics, which is 
also India’s first ever 
individual gold medal 
at the event. He is cer- 
tain to become a hot 
property in the brand 
endorsement market. 

And he could do 
with some money as 
he has spent tens of 
lakhs to get here. In 
fact, L.N. Mittal’s Mit- 
tal Champions Trust 
paid Rs 50 lakh to- 
wards his preparation 
for the Beijing 
Olympics. 


Abu Dhabi, the largest sheikhdom in the United Arab 
Emirates, plans to spend $20 billion to raise crude oil 
production by 30 per cent in the next two years. 


Middle East countries’ 2007 oil reserves, 
in billions of barrels 





Source: US Dept of Energy; Oil&Gas Journal 


Bloomberg 


GETTY IMAGES 
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“Abhinav is a young 
and presentable per- 
son, and any big 
brand would love to 
have his endorsement 
at the moment,’ says 
Latika Khaneja, dire- 
ctor of Collage Sports 
Management, who 
looked after Bindra’s 
endorsement deals 
between 2003 and 
2006 till Mittal's fou- 
ndation took charge 
of his expenses. 

"Companies would 
tell me that let the kid 
win an Olympic 







~ n 
medal and then we'll 
see,” recalls Khaneja. 
Though the endor- 
sement career of the 
previous Olympic me- 
dal winning shooter, 
Raghavendra Singh 
Rathore, was modest 
and short, Bindra can 
look forward to doing 
much better business. 
“A gold medal is 
worth much more in 
national pride and 
brand association 
than a silver medal,” 
says Khaneja. 
Feroz Ahmed 


MONEY LAUNDERING 


TRACKING THE TRAIL 





General’s coup 
Yahya Ould Ah- 
med Wagef, Mau- 
ritania’s prime 
minister, was 
released from 
house arrest on 11 
August — five 
days after he was 
taken hostage in a 
military coup, led 
by Gen. Mohamed 
Ould Abdel Aziz. 
Wacef said his 
countrymen would 
not accept the 
coup. President 
Sidi Mohamed 
Ould Cheikh 
Abdallahi is still 
being held captive. 


THERE HAS BEEN A SHARP RISE IN THE 
number of cash transactions and 
suspicious transactions reported 
by banks, financial institutions 
and intermediaries to the finance 
ministry's Financial Intelligence 
Unit (FIU) under the Prevention 
of Money Laundering Act 2002 
(PMLA). 

Revealing the latest figures at 
a KPMG-organised seminar on 
checking money laundering in 
Mumbai last week, FIU Director 
Arun Goyal said that as of March 
2008, FIU had received about 
6.5 million cash transaction 
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reports (CTRs), up from 2.1 
million CTRs in March 2007. 
There were about 2,700 suspi- 
cious transaction reports (STRs) 
— 817 STRs a year ago — out of 
which about 1,300 were dissemi- 
nated to enforcement agencies. 
About 60 cases were taken up 
for strict action, out of which 16 
have resulted in orders of 
attachment of property on 
account of such transacting 
parties being in possession of 
proceeds of crime or committed 
other offences under the PMLA. 
Rajesh Gajra 





THE DAY 
AFTER 


Tensions between 
Georgia and Russia 
have been rising 
over the past few 
months over the 
South Ossetia and 
Abkhazia separatist 
provinces. Georgia 
accuses Russia of 
fomenting trouble 
and trying to foil 
Georgia’s attempts 
to join Nato. In the 
picture, a Georgian 
woman outside her 
damaged home 

in Gori on 10 
August 2008. 


OLYMPICS 


Winning Game 


The Games 
has marked 
China’s 
accession 
to the 
world stage 





Reality 
Check 


THE BEIJING OLYMPICS 
is fulfilling the dream 
that drove China’s 
Communist Party to 
bid for them. The 
majestic spectacle of 
the Games’ opening 
ceremony has anno- 
unced China's acce- 
ssion to the world 
stage, and helped it 
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emerge from “150 ye- 
ars of national humi- 
liation” as the Comm- 
unists label their ye- 
ars of subjugation at 
the hands of Euro- 
peans and Japanese. 
But there are some 
hard facts, which the 
Communist Party 
otherwise kept from 
world-view. The Tibe- 
tan struggle for 
genuine autonomy 
and the desire of 
ethnic Uighurs in 
Xinjiang for inde- 
pendence from China 
are now global issues. 
The manner and 
social costs of the 
country’s progress are 
also being underlined 
by public protests by 
those whose homes 
were appropriated to 
make way for Olym- 
pic infrastructure. 
Rajesh Gajra 
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OLYMPICS 2012 





London Calling 


NANDAN NILEKANI, CO-CHAIRMAN OF 
Infosys is to join London Mayor Boris 
Johnson's international council of busi- 
ness advisers. Nilekani will join a large 
group of chief executives and other lea- 
ding figures from the commercial world 
in advising Johnson on the run-up to 
London Olympics 2012 and Paralympic 
Games. A formal announcement about 
the line-up of the council is expected to 
be made by the end of the month. 


Researchers at the University of California in Berkeley have developed a material that can 
bend light around 3D objects, making them ‘disappear’. 


REUTERS 





_ RWANDA GENOCIDE 


THE FRENCH CONNECTION 


FOURTEEN YEARS 


after the genocide 


. of 800,000 Tutsis, 
| a commission set up 





including former 
President Francois 
. Mitterand — were 
complicit in the 
genocide unleashed 
by Hutu authorities. 
|. The report. also 





The German 
buyer of 
Dabur 
Pharma has 
brought in an 
Indian CEO 


NEW MAN: 

Satish B. Kulkarni, 
the new honcho of 
Dabur Pharma 


REUTERS 





of Tutsis. 

This may be a 
response to Judge 
Jean-Louis Bru- _ 
guiére’s 2006 report, 
which hints that 
Rwandan President 
Paul Kagame was 
involved in the assa- 
ssination of his pred- 


UNLIKE THE DAIICHI 
Sankyo-Ranbaxy 
deal, after which 
Malvinder Singh sta- 
yed on as managing 
director and CEO of 
Ranbaxy, Germany's 
Fresenius Kabi has 
moved differently. 
After acquiring 
Delhi-based Dabur 
Pharma, Fresenius 
Kabi has brought in 





ecessor in April 
1994. Whatever the 


truth may be, French 


authorities seem in 
no hurry to shed ` 
some light on the ` 
extermination of a 
seventh of the | 
Rwandan population. 
Noemie Bisserbe 


PHARMACEUTICALS 


Taking 


cC -OouldNuN«'t-.:- 
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Washington 
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Colorado 


10 Nebraska 


Full Control 


Satish B. Kulkarni as 
CEO of the new 
Indian subsidiary, re- 
placing Ajay Vij. 
Interestingly, Ulf 


AMIT VERMA 


Mark Schneider, pre- 
sident and CEO of 
Fresenius, insists that 
this is not usual. “We 
like to have local lea- 
dership,” he says. 

“We had agreed 
with Dabur prior to 
the deal that we wo- 
uld let Mr Vij go, as 
Dabur (FMCG major 
Dabur India, the erst- 
while parent of Da- 
bur Pharma) wanted 
to retain him.” Kulka- 
rni worked for a wh- 
ile in India, first with 
Ahmedabad-based 
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Source: Forbes 


Core Pharmaceuticals 
and then with Frese- 
nius Kabi. In 2001, 
he set up the compa- 
nys Asia-Pacific hea- 
dquarters in Hong 
Kong. “It is also less 
risky for us to appoint 
someone who is al- 
ready working for us,’ 
says Schneider. 

In another change, 
Rakesh Bhargava, 
managing director 
and CEO of Frenesius 
Kabi India, will be 
chairman of Dabur 
Pharma. Joining the 
new board will be 
Dr Naresh Trehan, 
Indian Pharmaceuti- 
cal Alliance’s Dilip 
Shah, and Dabur 
India’s Chairman 
Anand Burman. 

Noemie Bisserbe 


x million. The number of handsets shipped to the US in the second quarter of 2008. 


SANJAY SAKARIA 


, alc etto The week's strategic moves and the movers who made the 








Mittal sets eyes 

on Mexico 

Laxmi N. Mittal-led 
ArcelorMittal, the 
world’s largest 
steelmaker, is set to 
build a $600-million 
steel plant in Mexico. 
The plant will 
produce 551,000 
tonnes of carbon 
steel and bars every 
year. The plant will 
produce steel for 
construction and car 
making, Luxem- 
bourg-based Arcelor- 
Mittal said in a 
statement. 


HAL's new plant 
Bangalore-based 
aerospace major 
Hindustan Aeronaut- 
ics has decided to set 
up a 200-acre elect- 
ronics manufacturing 
facility in Kinfra 
(Kerala Industrial 
Infrastructure Deve- 
lopment Corpora- 
tion) industrial park 
in Kasargod district. 
Initially, the Kinfra 
factory will function 
as an extension of 
HAL's Hyderabad 
avionics division, but 
will be converted into 
a full-fledged division 
in future, Kinfra said 
in a statement. 

HALSs Hyderabad 
division manufa- 
ctures electronic 
equipment for 
communication, 
radar, navigation and 
other systems of 
various aircraft with 
the armed forces. 


BLOOMBERG 


Infosys' quest 
Bangalore-based In- 
fosys Technologies 
has decided to build a 
450-acre campus at 
Pocharam on the out- 
skirts of Hyderabad. 
The company will 
spend Rs 1,250 crore 
over the next 10 years 
to build the campus. 
It will be one ofthe 
worlds largest soft- 


ware campuses 
employing 25,000 
associates, said N.R. 
Narayana Murthy, 
chairman and chief 
mentor of Infosys. 





Eye on growth 
US-based global ser- 
vices firm Sapient has 
acquired London's 
Derivatives Consul- 
ting Group (DCG) for 
an undisclosed amo- 
unt. The acquisition 
will dramatically 
increase Sapient's 
ability to address 
derivatives opera- 
tions issues, the 
company said in a 
statement. DCG will 
operate within Sa- 
pient' s TRM practice, 
which provides busi- 
ness consulting, pro- 
gramme managem- 
ent, technology deliv- 
ery and process out- 
sourcing solutions. 


Tatas join the 
Blackherry club 
Tata Teleservices 
(TTSL), a Tata Group 
company, is set to 
launch the premium 
Blackberry mobile 


AMIT VERMA 





services soon. This is 
significant in the 
wake of Ministry of 
Home Affairs and 


security agencies 
questioning the 
non-availability of in- 
terception facility on 
Blackberry handsets. 
“We have communi- 
cated to the govern- 
ment about our de- 
cision and they have 
appreciated Tatas' 
approach to seek 
prior approval,” said 
Anil Sardana, mana- 
ging director 

of TTSL. 


! m Asian markets 
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Rightsizing Corus Jacques, group dire- 
Ratan Tata's Tata ctor (strategy) of 
Steelissetto dispose Tata Steel. 

of some of the low- 

profit yielding assets Tapping new 

of Corus, which the opportunities 


company acquired 
last year for $12.9 
billion, to fulfil the 


target of doubling the 


return on invested 


capital in five years. 


"The group will 


pursue the optimisa- 
tion of its European 


assets and pursue 


differentiation of pro- 


ducts and services,” 


said Jean-Sebastien 








Kolkata-based Tex- 
maco, India’s largest 
wagon maker, is hi- 
ving off its enginee- 
ring division, which 
includes the wagon 
business, into a sepa- 
rate entity. This is to 
tap opportunities in 
infrastructure, said 
Saroj Poddar, execu- 
tive vice-chairman of 
Texmaco. 


Insuring growth 
Kumar Mangalam 
Birla’s Birla Sun Life 
Insurance is set to 
invest Rs 1,300 crore 
in the company to 
fuel its growth plans. 
The company, with 
assets under manage- 
ment of Rs 6,800 
crore, ranks among 





SANJIT KUNDU 


the top five life insu- 
rance companies in 
India. It targets to be 
among the top three 
by 2010. “There is so 
much under penetra- 
tion; there is a huge 
opportunity to grow,” 





ching its first exclu- 
sive store in Pune. 
The company has 
hitherto been expor- 
ting its products and 
catering to domestic 
institutional buyers. 


New honcho 
Microsoft India has 
appointed former 
Dell India head 
Rajan Anandan as its 
new managing dire- 
ctor. With this, Mi- 
crosoft has filled the 
vacuum created by 
the high-profile exit 
of Neelam Dhawan 
who quit the com- 


said Vikram Mehmi, pany in June. Anan- 
CEO and president of dan will steer Micro- 
Birla Sun Life soft’s sales, marketing 
Insurance. and services business 
in India. During his 
Retail entry tenure as country 


Kochi-based Tata 
Ceramics, a Tata 
Group company, has 
entered the retail 
business by laun- 






head for the company 
in India, Dell India's 
business grew from 
$250 million to over 
$800 million. 





SANJIT KUNDU 


ACQUIRER DEAL SIZE 


Glamour quotient 
Gili, a part of the 
Gitanjali Group, has 
appointed leading 
film star Bipasha 
Basu as its new brand 
ambassador. "Not 
only are we enthu- 
siastic about the 
brand fit, but also 
feel that Bipasha 
lends a refreshing 
look to the brand” 
said Mehul Choksi, 
chairman of Gitanjali 
Group. "We are ex- 
cited about having 
her on board as the 


new face for Gili." 
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a take 
Will India be able to host the 
2020 Olympic Games? 


We asked... Anirban Das Blah, CEO, Globosport; Alok Kejriwal, founder and CEO, www.games2win.com; Ranjit 
Shahani, vice-chairman and managing director, Novartis India; Nitin Deshmukh, head private equity, Kotak Mahindra; Sanjiv 
Kaul, managing director, ChrysCapital Investment Advisory; Rajeev Sinha, president, Traditional Karate Federation of India; 
Kapil Aggarwal, director (corporate clients), Optima Insurance Brokers; Naresh Varshney, national head (mutual funds), Unicon 
Financial Intermediaries; Abhigyan Jha, founder, Undercover Utopia; Kapil Krishan, chief financial officer, IndiaInfoline. 





P ff if 
ç$ After the Commonwealth € To host the Olympics, you need 56 If we can win the bid, I don't 


Games in 2008, we can successfully . to win medals. India will take see any problem in us hosting it 
host the Olympics in 2020. 99 another 18 years to come of age. ^ ^ successfully. $ 
Kapil Krishan, Chief Financial Sanjiv Kaul, managing director, Abhigyan Jha, founder, 
Officer, IndiaInfoline ChrysCapital Investment Advisory Undercover Utopia 


YES BEGAUSE: The Indian Olympic Committee plans to use the 2010 Commonwealth 
Games as a springboard for the 2020 Olympics bid. With steady economic growth over the past 
decade, financial resources should not be a problem. Also, India's engineers and architects are 
certainly hardworking and resourceful enough to build the infrastructure on time. Athletes, especially 
those in their late teens and early 20s, will have eight years to prepare for a good home showing. Raw 
talent also needs to be spotted. Big sponsors will give Indian sportsmen access to resources they have 
never had till now. Hopefully, this would motivate the organising committee and politicians to go all out 
in their preparations. 





NO BEGAUSE: Even today, India does not have the infrastructure that China did when it 
placed its bid for the Olympics. While China's preparations for the Olympics began almost as soon as 
they won the bid, many of Delhi's venues for the Commonwealth Games have not yet broken ground. 
Moreover, India's dismal Olympics record will not improve as long as the current crop of sports adminis- 
trators stay in their jobs (India's contingent to Beijing had nearly as many administrators as athletes). A 
poor showing at home will be humiliating not only for the athletes, but also for the country. It is better if 
India invested even one-tenth of the money on improving facilities for athletes at the district and tehsil 
levels. This will give thousands of youth the opportunity to hone their skills. 





MAYBE BEGAUSE: The question assumes that India will win its Olympic bid in 


2012. This itself will not be easy. A country's Olympic history plays at least a small part in 

influencing the decision of the International Olympic Committee's voters. India's Olympic record, 
barring that of men's hockey teams before 1980, is abysmal. However, if India does win the bid, 
Indian citizens, like the Chinese, will have a unifying cause to rally around. This national pride will 
ensure that the Games are a grand spectacle. The Games will also allow second-tier cities around the 
host city to aspire for world-class standards as they host events that require more space such as sailing 
or cross-country riding. 
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Thankfully, the Onam bonus 


is around the corner. 






— 


TBWANINDIA 






Be it a much longed-for washing machine, an upgrade to a car 
or an exchange with the latest model of TV, Keralites look forward 
to Onam to fulfil their wishes. For Onam is when Keralites - wallets 
laden with annual bonus - merrily indulge their passion for shopping. 


This year, Onam falls on 12 September. And the shopping Malayala — Manorama 


spree starts by the first week of August. Nobody delivers Kerala better 





Economist 
Speaks 


by ashok v. desai 


ARVIND VIRMANI DOES NOT LOOK LIKE A CALCU- 
lating man, but he has masses of figures up 
hissleeve. Although the chief economic advi- 
sor in the finance ministry looks pretty slim, 
he is actually quite solid: he seldom gets 
things wrong. And because he is a loner, he 
often comes up with unusual analyses. He 
recently gave a talk in Delhi. He was discreet 
and refused to answer any policy questions, 
but he did spread some illumination. 

It is well known by now that the recent 
economic boom — which has just ended — 
was led by investment. But not many realize 
how dominant investment was. According to 





The trends 


prices had risen 93 per cent, domestic oil 
prices a fraction of that. Thus, the commodi- 
ties that had led world inflation were not the 
ones that led inflation in India. Foodgrain 
prices had risen in India, but that had noth- 
ing to do with inflation measured by the 
wholesale price index; the share of food- 
grains in WPI was small. The only commodi- 
ties whose domestic prices had gone up in 
tandem with global prices were edible oils, 
whose global prices had risen 96 per cent. 
Half of the rise in WPI was due to minerals. 
In particular, iron ore prices had shot up; 
there was a global shortage of iron ore, and 
India was an important exporter. The rise in 
ore prices, together with increases in coal 
and oil prices, had pushed up steel prices. 
Minerals accounted for a half of the rise in 
WPI; together with edible oils and steel, they 
accounted for two-thirds of the rise. 

The inflation according to WPI in the past 
four months, therefore, is largely irrelevant to 
peoples cost of living. Inflation according to 
the consumer price index for industrial work- 


Virmani, the share of investment in income we read into ers went up from 5.5 per cent in February to 
growth over the past five years was 60 per ° 7.9 per cent in March, and has remained at 
cent. The contribution of the balance of pay- figures are roughly that level since. It did not shoot up 
Pariana tati compone, cic TOEI. S. ae Tso E Oah abit o 
sumption, was somewhat more than 40 per stone; the rinding their teeth every week when WPI 
p p š g y 
j ; f à 

poled aieia eano yens, AOU, awo as orea den 
in construction 1.92 times, and in trade 1.62 change their but WPI need not be one of them. 
times in five years. — | minds and go Virmani fits trends to growth figures. 

Virmani called this the Asian pattern of Smooth curves emerge from his regressions. 
growth. That is true as far as the rising share up or down By concentrating on the trends and ignoring 


of investment goes. But it surely is wrong in- 
sofar as Asian growth was export-led; ex- 
ports lagged in India. I asked him about this; he adroitly an- 
swered that the export growth was still to come. He pointed 
out that the rise in oil prices had caused a tremendous shift 
in terms of trade: India had become poorer on account of the 
higher prices for oil and oil products it had to pay, relatively 
to the prices of its exports. And India was not the only one; 
most oil-importing countries had suffered the same fate. 
Correspondingly, oil-exporting countries had got richer at 
importing countries’ expense. They would eventually spend 
those higher export earnings. That would create demand for 
India’s exports. It happened once before; the oil crisis of the 
1970s, when oil prices quadrupled overnight, was followed 
by an acceleration of growth in India’s exports. Will it hap- 
pen again? Virmani may well be right. 

Talking about inflation, Virmani said that between July 
2007 and June 2008, global foodgrain prices had gone up 45 
per cent; at home, they had risen only 6 per cent. World oil 


annual figures, Virmani has come to the con- 

clusion that there are stable, long-term 
trends in GDP growth — that if it is low in some years, it will 
be higher in succeeding years so as to yield the trend rate of 
growth in the long run. Hence, the slowdown in growth, 
which is becoming unmistakable, does not worry him; for 
him, it is just a downward fluctuation. The current rate of 
growth is 9 per cent; the actual growth rate will bounce back 
eventually to yield this trend. 

That sounds like superstition to me. Virmani's growth se- 
ries fluctuate enormously in unpredictable ways. There are 
discontinuities in the curve; at some points, the growth rate 
rises and stays high thenceforth. But did we pass such a dis- 
continuity five years ago? Will the average of current years 
come to 9 per cent come what may? I do not know; the trend 
may decide to change its mind at any time. 


The author is Consultant Editor of Businessworld. 
ashok.desai@ gmail.com 
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MURDOCH'S FRIEND: 

The News Corp. chief 
knows Sharad Pawar for 
the past 15 years 








In Search Of 
New Allies 


Why did 
Rupert 
Murdoch 
meet 
Sharad 
Pawar? 


by Gurbir Singh 


MEDIA BARON RUPERT MURDOCH MET ALL THE 
usual suspects during his five-day whirlwind 
tour of India — from 31 July to 4 August — from 
Ratan Tata to Sonia Gandhi. 

But then the founder of News Corp. had an 
unlikely meeting with Union Agriculture 
Minister and BCCI Chairman Sharad Pawar. 
The meeting understandably gave rise to 
speculation that Murdoch was making a bid for 
BCCI and IPL rights. 

But Star TV insiders privy to the meeting 
deny this. “Mr Murdoch knows Sharad Pawar 
for the past 15 years and it was a courtesy call in 
Delhi,” avers a senior Star executive who was 
present at the meeting. “Praful Patel, too, was 
there. They discussed the impact of high farm 
produce prices, Obama’s rise and the US 


elections, and a possible visit by Mr Murdoch to 
Baramati. Cricket was not discussed even for 10 
seconds. There are no telecast rights available 
for the next five years.” 

Then it emerged that Abhijit Pawar, Sharad 
Pawar’s nephew, who owns the Sakaal Group — 
a regional language media company — met 
Murdoch in Pune on Sunday 3 August. Shortly 
after the meeting, a Star TV spokesperson 
confirmed that the Sakaal Group and Star had 
entered into a three-way alliance with South 
Korean retailer C.J. Home Shopping to launch 
a home shopping network in India. 

The estimated investment for the project is 
believed to be around $150 million. “The 
understanding about the JV was reached a 
month ago, but no papers have been signed yet, 
and no government approvals sought,” says the 
spokesperson. 

This means there will be an interesting two- 
way relationship between Murdoch’s Star India 
and the Sakaal Media Group. On one hand, they 
will be allies for a home shopping network; on 
the other, they will be competitors in the 
regional television market. Murdoch cate- 
gorically said in Mumbai that his new regional 
launches would be entirely funded and branded 
under the ‘Star’ banner. He also announced that 
he would be investing $100 million or a little 
over Rs 400 crore for the regional push. 
Interestingly, the Times Group, too, was in the 
race for a berth on the home shopping platform, 
but Murdoch seems to have preferred the 
Sakaal Group as his local partner thanks to his 
relations with Sharad Pawar. 

If the Star-Sakaal-C.J. Home Shopping deal 
was sewn up a month ago, what was Murdoch 
doing in Pune with Abhijit Pawar on 3 August? 
Not business, according to the Star official who 
planed his itinerary. “Such details are left to the 
executives; Murdoch did not fly to Pune to seal 
a home shopping deal,” he says. 

The media baron had not seen India beyond 
the big metros and was keen on a trip to a 
smaller station to see a bit of rural India, he 
said. “The options were Infosys in Bangalore, 
Hyderabad and Pune. Baramati, too, was on the 
cards but then Sharad Pawar was not available 
on Sunday; so we pitched for Pune and the host 
was Abhijit Pawar and his team,” says the 
executive. 

Piecing together the jigsaw puzzle, it appears 
the chief of the $30-billion media empire was 
keen to gauge the latest Indian flavours to help 
plan his next big business move: 

Deal-making was obviously not at the top of 
his agenda this time round. 


gurbir.singh@abp.in 
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The Oriental Insurance Co. Ltd. announces the 
launch of HOPE (Health Of Privileged Elder) 
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It's yesterday ===- 
once more. 


Insurance is the subject matter of solicitation 


Euro RSCG/OIC/150 


When the daily hustle-bustle is over. Mornings start when you want them to and 
evenings are spent like they should be. To live those days again you need a stress-free life. 


That's why Oriental Insurance brings you HOPE, a policy designed exclusively for 





people above 60 years. 





TEN MAJOR SPECIFIED DISEASES AND ACCIDENTS | COVERAGE OF 1 TO 5 LAKHS 
CASHLESS SERVICE THROUGH TPA UP TO 1 LAKH | AVAIL “NO CLAIM DISCOUNT" ON RENEWAL 


For more information log on to www.orientalinsurance.nic.in insurance 
The Oriental Insurance Company Ltd. Registered Office: Oriental House, A-25/27, Asaf Ali Road, New Delhi 110 002. Prithvi. Agni. jal. Aakash. 


Ph. 011 23279221 Fax: 011 23276354, Sab ki suraksha hamare paas. 





Spreadin 


Mutual 
funds now 
offer global 
investment 
opportunity 
to Indians 


NEW AVENUES: Indian 
investors will now get 
exposure to global 
markets such as the 
New York Mercantile 
Exchange 


The Ris 


by Rajesh Gajra 


LOOKING AT THE UNATTRACTIVENESS OF INDIAN 
equities, domestic mutual funds are now pro- 
viding Indian investors a chance to diversify 
their investments into international assets. In 
July, six offer documents pertaining to this ob- 
jective were filed by domestic funds with the Se- 
curities and Exchange Board of India (Sebi). 

Of course, these are not the first. In equities, 
for instance, funds such as Principal Global 
Opportunities Fund and Sundaram BNP 
Paribas Global Advantage, which have been 
around for 2-3 years, help Indians invest in 
overseas securities. These funds invest in the 
whole range of international markets. 

But the new funds seeking approval from 
Sebi want to invest in specific categories of 
international markets. For instance, Franklin 
Templeton Mutual Fund’s Emerging Markets 
Fund and Kotak Mutual Funds Emerging 
Economies Fund aim to target emerging 
markets such as Brazil, China and Russia. Both 
the funds will benchmark their performance 
with the MSCI Emerging Markets Index. 

While Kotak’s fund will strictly be a fund of 
funds (FoFs, which invest in global emerging 
market funds or GEMFs), Templeton’s offering 
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IW Wem (ane mutual funds 


will be open to investing directly into stocks in 
the targeted countries as well as retain the 
option to invest in GEMFs. Templeton Emerg- 
ing Markets Fund will invest 65 per cent-100 
per cent in emerging markets and up to 20 per 
cent in frontier markets as well. Frontier mar- 
kets include countries such as Estonia, Roma- 
nia, Kenya, Qatar and Vietnam, which are part 
of the MSCI Frontier Markets Index. 

In equities, Templeton also wants to offer 


Investors a Middle-Eastern and North African 


(MENA) fund, which will be an FoF. It will be 
benchmarked against the MSCI Arabia index. 
Another interesting forthcoming new fund will 
be Benchmark Mutual Fund’s International 
Exchange Traded Scheme that will invest in the 
Hong Kong's Hang Seng Index’s underlyings or 
exchange traded funds (ETFs) that invest in 
Hang Seng’s underlyings. This will give 
investors a China exposure as most listed 
companies on the Hong Kong Stock Exchange 
have businesses with predominant Chinese 
connections. 

The above four forthcoming offerings will 
satiate those investors whose risk appetite is 
high in taking exposures to markets similar to 
India but with different dynamics in their 
economies and companies. But the icing on the 
cake is being provided by Benchmark MF's two 
more new funds — Oil Exchange Traded 
Scheme and Silver Exchange Traded Scheme. 

These offer equity investors a chance to 
diversify beyond equities, overall commodity 
stocks and gold. Benchmark’s Oil ETS will be a 
call on international crude oil prices. It will 
invest in international ETFs that invest in crude 
oil contracts in spot and futures markets in 
London, New York and elsewhere. The Silver 
ETS gives an added option for investing in a 
precious commodity that is the next most 
actively traded one after gold. “Our investors 
want us to offer them overseas funds that won't 
tie them into the same type of risks and returns 
that our domestic schemes give,” says Sanjiv 
Shah, executive director in Benchmark Asset 
Management Company. 

The above six funds’ offer documents are with 
Sebi. Unfortunately, Sebi has a poor track 
record in approving innovative offerings by mu- 
tual funds. For instance, Benchmark's Interna- 
tional Currencies Fund, whose offer document 
was filed with Sebi almost a year ago, has re- 
ceived no formal response from Sebi yet. Then, 
a high-risk derivatives fund offer document fi- 
led by Kotak MF in 2006, was formally rejected 
by Sebi. Investors can only hope that the cu- 
rrent set of new funds don't suffer the same fate. 





rajesh.gajra (à abp.in 
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HP MoN Ancon] Piers empower you to print, scan, copy 
and fax with dreamlike ease. And once you add original 
HP cartridges for best quality prints, you have a machine. 
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Telcos now 
have a new 
way to 
shore 

up their 
revenues 


TRULY MOBILE: 

FMC allows users to 
change phones — from 
land to mobile and 
vice versa — with ease 
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A ‘Fixed’ 
Solution 


by M. Rajendran 


INDIAN TELECOM OPERATORS FACING A STEADY 
drop in average revenues per user (Arpu) are 
looking for a super catalyst to raise their Arpu. 
One option being put forward is fixed-mobile 
convergence (FMC), a technology that has cau- 
ght on in France and UK in Europe. “Service 
providers are examining FMC to reverse Arpu 
decline,” says Research and Markets, a Ireland- 
based market research firm, in its Worldwide 
Market Analysis and Trends 2006-2012, pro- 
viding an overview of key emerging countries 
such as Brazil, Russia, India and China. 

For instance, the all-India Arpu per month in 
the CDMA segment for the quarter ended 
March 2008 dropped to Rs 159 as compared to 
Rs 176 for the quarter ended December 2007. 
GSM Arpu, on the other hand, limped up by 
just 1.15 per cent to Rs 264 in March 2008 from 
Rs 261 in December 2007. According to a re- 
port from Informa Telecoms & Media, a Lon- 
don-based telecom consultancy, global monthly 
Arpu will fall to $18.96 by end-2008 from 
$20.16 in 2007, while annual Arpu will fall to 
$227.48 this year from $241.95 last year. 

Europe is facing a similar decline. In Italy, 
Telecom Italia Mobile (TIM) saw its Arpu 
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decrease in the early first quarter of this year to 
€26.2 per month from about €28 in the previ- 
ous quarter. Germany's T-Mobile does not 
expect its European Arpu to increase from the 
current level of about 25, while mmO2 saw its 
Arpu fall by 14 per cent in the UK. 

Analysts feel that fixed mobile convergence 
can increase their Arpu. But how? Employees 
can be reached anywhere by dialling one num- 
ber, which rings their office and mobile phones 
at the same time. This economises the calling 
minutes on the network that are otherwise 
wasted on missed calls. *There is no call missed, 
data transactions are complete, and the operat- 
ing cost of carrying the call on the network is 
realised,” says N.K. Goyal, a telecom analyst and 
founder of Communications and Manufa- 
cturing Association of India, an industry lobby. 
On average, 50 per cent-60 per cent of all calls 
on a network are missed calls. 

In Europe, France Telecom's Orange Busi- 
ness Services has joined the UK's BT in launch- 
ing FMC services. Orange recently launched 
‘Unik’, a fixed-mobile convergence solution that 
seamlessly integrates mobile and office phones, 
in France. In India, the Orange Business Ser- 
vice has acquired international long distance 
and national long distance services licences, 
and is in discussions with telecom service 
providers to offer FMC services. 

BT's Fusion, launched in 2006, allows users 
to make low-cost voice-over-IP (VoIP) calls 
over a broadband line when within range of a 
Bluetooth short-range wireless hub. When the 
employee is out of office, they can connect over 
a GSM mobile network. FMC allows employees 
to move from a desk phone to a mobile, and 
vice-versa. It is like taking a call on a cordless 
phone and then walking across to the desk 
phone since itis near your work computer. 

Voice messages go to one mailbox simplifying 
communication dramatically. A major advan- 
tage of FMC is that international calls from 
employees mobile phones can be routed 
through an IP-PBX. This allows the company to 
track and control these costs. “Converging IP 
telephony and mobility service into a single 
solution provides customer benefits, says 
Barbara Dalibard, president and CEO of 
Orange Business Services. 

Informa Telecoms & Media forecasts 170 
million FMC subscribers by 2012, generating 
$33.4 billion in revenues. Globally, there are 
just 10 million FMC subscribers today. How- 
ever, it cautions, this would not be possible 
without better cooperation among all the 
players across the value chain. 


m.rajendran (a) abp.in 
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S P Jain presents the Global MBA Program that opens global opportunities for you 


Q. What is unique about this program? 

A: The Global MBA is a unique program designed to help participants 
lead and manage in a global world. The program itself is in two vibrant 
business capitals - Dubai and Singapore thus exposing participants to 
a global business environment. Students from several countries are 
part of the program and are taught by a global faculty team. The 
curriculum too is globalised and includes many soft skills training like 
cross-cultural sensitivity 


Q. Why is it a one year program? 

A: The program is designed for working executives who prefer to take 
only one year off so that they can get back to work sooner. The 
curriculum however is over 1000 hours as in a typical 2 year program. 
These executives are very bright and ambitious and prepared to work 
twice as hard and sacrifice holidays in order to save one year. 


Q. Why are there so many super specializations? 

A: Recruiters say that conventional MBA participants lack in-depth 
domain knowledge. The 9 super specializations - Investment Banking, 
Wealth Management, Banking Management, Retail Management, 
Services Marketing & Management, Product Marketing & 
Management, Global Logistics & Supply Chain Management, 
Information Technology Management and Global Human Resources 
Management ensure that a participant has mastery over a chosen 


S. P. JAIN 
| CENTER OF 

E. MANAGEMENT 

li DUBAI * SINGAPORE 





area. This has been widely appreciated by the industry and gives our 
participants a tangible edge. 


Q. What about the faculty? 

A: Top professors from all over the world take courses so that students 
get a global perspective. A combination of outstanding academicians 
and experienced industry professionals provide an excellent blend of 
theory and practice. Our participants say that our remarkable faculty is 
one of our greatest strengths. 


Q. What are the admission's criteria? 

A: An attempt is made to identify and groom tomorrow's CEO. An ideal 
participant would have at least three years of work experience, 
excellent academics, high aptitude test scores and have strong 
communication skills with demonstrated leadership qualities. Less than 
596 of the applicants get admitted. 


Q. What is your placements record? 

A: We have had a 100% placements record. To cater to the growing 
need for global jobs we have placements offices in Dubai, Singapore, 
Australia and India. Shortly, this list will include more countries. The 
starting salary of our participants is one of the highest among Indian 
business schools and full details are available on our website 


S P Jain has been ranked E 1* B 
N 


among institutions of higher learning in 
the UAE, by AC Nielsen the world 
renowned Marketing Research agency 
in a brand perception audit conducted 
with leading local Corporates. 





Last date for application October 6, 2008 


Mumbai: +91 22 32906596/97 


Dubai: +9714 4291234 


Singapore: +65 62704748 


* S P Jain claim based on research conducted by Nielsen, UAE. Field Work Dates - 12th May to 15th June 2008, Sample Size - 100, Population Details - HR 


Managers/Recruitment in-charge of leading corporate organisations 
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Olympic 
Cloud 


by nayan chanda 


CHINA HAS BURST ONTO THE WORLD SCENE WITH 
a stunning display of creativity, organisation 
and single-minded purpose. Beijing’s daz- 
zling Olympics — the greatest global show 
since the advent of satellite television during 
the Tokyo Olympics (1964) — is also a re- 
minder that a nation’s prosperity and success 
can only be achieved through global integra- 
tion. As a beneficiary of the world’s bounty, 
China now has a new responsibility. 

As the depiction of the Silk Road at the 
opening ceremony hinted, one of the most 
prosperous periods in China’s long history 





new international competition for power 
and glory. Since Deng’s reforms began trans- 
forming China, its leaders have sought global 
recognition for their modern state that em- 
bodies an ancient civilisation. 

Nothing was more important than the 
Olympics, in which China has steadily in- 
creased its gold medal tally. China's success 
in winning the GDP Olympics with double- 
digit growth for nearly two decades has given 
it the means —and the confidence — to hold 
the $43-billion Games. With 16,000 athletes 
from all over the world and 80 heads of 
states in attendance, the Beijing Olympics 
are as much a celebration of China as of glob- 
alisation. Multinational companies eager to 
tap into China's huge market and a once-in- 
four-years global branding opportunity have 
plunked nearly a billion dollars in sponsor- 
ships; television companies buying up the 
rights to reach an estimated four billion 
viewers worldwide. 

The biggest global show has also thrown a 


was during the Tang dynasty when China Once the spotlight on the enormous problems created 
was most open to the world. China emerged Games end by the frenetic drive for economic growth. 
from its dark days of revolutionary isolation hina’ , The cost of Chinas breakneck industrialisa- 
in the late 1970s, when Vice Premier Deng China s next tion is visible in the smog that has covered 
adel the create aot aavepees of to MA shoul ba. — NENNEN ae 
people. In the past 30 years, a new China has to win a polluting factories in the neighbourhood 
Dies Hieron CAE Se aea es 
tion from the drab, monochrome socialism I — the one to China’s roughly 560 million urban residents 
saw in my first visit in 1978 into a glittering are breathing air deemed safe by the Euro- 
create a : T 
landscape of skyscrapers, wide boulevards, : pean Union. China has achieved the distinc- 
high-speed trains and confident, nationalis- Green Ghina tion of being the world's factory and built a 


tic youth. That wealth and confidence was on 
vivid display last week in Beijing's steel- 
framed Birds' Nest Stadium. 

The scale and pomp ofthe Beijing Olympics Games estab- 
lishes a new benchmark of globalisation since the ancient 
Greek sports ritual was revived in 1896. The rise of global 
commerce, earth-girdling transportation and telecommuni- 
cation had by then created enough of a universalist senti- 
ment for a French nobleman, Baron de Coubertin, to win 
support for relaunching the games. Those Athens Olympics 
were attended by 311 athletes from 11 countries, who trav- 
elled by steamship and train. Their exploits were reported by 
telegraph transmitted via under-sea cables. 

In the years since, particularly since the advent of satellite 
television with its ever-growing footprint, multinationals 
have embraced the games as a powerful sales opportunity. 
The glamour of the games in full view of the world's con- 
sumers has given sportsmanship a powerful new driver. The 
opportunity to host a glittering Olympics has produced a 


record foreign reserve of $1.7 trillion, but in 
the process has also emerged as a leading 
global polluter. China is a major contributor to “The Asian 
Brown Cloud' that covers large parts of the North American 
continent and could be accelerating the melting of glaciers 
and of ice over the Arctic Ocean. Billions of customers of 
Chinese exports and TV viewers who cheered China's 
Olympic spectacle will also be affected by its rising pollution. 
For the sake of its citizens and that of the planet, once the 
Games end, China's next bid should be to win a different race 
— the one to create a Green China. Given the demonstrated 
creativity of its people and the determination of its leaders, 
China can harness its economy to clean energy and win even 
more lasting accolades for winning the battle to create a 
greener, sustainable planet. 


The author is director of publications at the Yale Center for 
the Study of Globalisation and Editor of YaleGlobal Online. 
boundtogether.bw (a) gmail.com 
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HYDERABAD 
LR SAROVAR HOTEL 
NOW ` 
OPEN ` 
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MUMBAI 


A SAROVAR HOTEL 









These signature Sarovar hotels lay great emphasis on providing the business and leisure traveller premium quality of stay 
at an absolute value for money. Catering to the young and savvy executive of today, the No frills concept 
cuts away the ornamentation and thus significantly reduces the price. 


Our two brand new hotels are: Aditya Hometel at Ameerpet, Hyderabad located 
in the centre of the new city and the business district of the twin cities; 
Grand Hometel at Malad, Mumbai in the heart of the IT hub and near Mumbai's largest mall InOrbit. 
Absolutely cheerful and vibrant, infusing freshness, energy and warmth that is our brand of Hometel. 


Aditya Hometel Grand Hometel 
Adjacent to Satyam Theatre, Balkampet Road, 1406/11, Chincholi Bunder, Next to InOrbit Mall, 
Ameerpet, Hyderabad - 500 038. Off: New Link Road, Malad (West), Mumbai - 400 064. 
Tel: +91 40 6630 8888. Fax: +91 40 6630 8989. Tel: +91 22 2879 7979. Fax:+91 22 2879 7777. 
Email: ahh@sarovarhotels.com Email: mmh@sarovarhotels.com k 
92 Guest Rooms. 92 Guest Rooms. : 
Flavours - All Day Dining. Flavours - All Day Dining. 2 
Meeting and Banquet facilities Stardust - The Bar. Š 
for upto 20 people. Board Room. $ 
Business Centre. Gymnasium. š 
Travel Desk. Swimming Pool. x 
Wi-Fi. Wi-Fi. o 


Hometel Locations: Bengaluru Hyderabad Mumbai 
Opening Soon: Baddi Chandigarh Chennai Gurgaon Jaipur Ludhiana Pune 


wna caravarhatele cam nr sms SAR at 56677 Toll Free Reservations: 1800 111 222 


Gover> Gime foreword 


The lack of political and 
social reforms could 
soon overtake the 
economic successes of 
the past decade 


SATHEESH NAIR 


E made our way to the terrace, 

and the blackened sky was frin- 

ged with an amber glow from the 

Mumbai port. The city’s acoustic 

tapestry of honks, rattles and 

galls wafted around, and it pleased my friend 
Mihir. He had just returned home after eight 
years abroad and was hungry to soak in the 
city’s feel. “How little it’s all changed,” he hap- 
pily said, totally oblivious to how affronted 
many might feel by the comment. Most Indians 
think their country has changed dramatically 
over the past decade. Twenty years ago, it would 
have taken as many years for the average Indian 
to double his income and now that figure has 
been halved. Economic growth has lifted about 
80 million Indians out of poverty and signposts 
of modernity had proliferated across the streets 
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below. The homes lining them were bursting 
with gadgets, and the city skyline etched around 
Mihir' gently decaying turn-of-the-last-cen- 
tury building had spread substantially. Yet, as 
Mihir's nostalgic but now foreign eye saw, the 
fundamental underpinnings of Indian life have 
remained mostly unchanged. 

The progress in India has so lagged that in 
most other places, that the country's place in the 
world is almost unchanged. Many of our acco- 
mplishments, from rising incomes to cellpho- 
nes, have been achieved by other developing 
countries. But the sheer weight of India's num- 
bers has given its progress more force, and the 
world looks at India as an emerging global 
power. While a trillion-dollar GDP looks com- 
pelling from the outside, to the 1.1-billion peo- 
ple in India, it is a rather meagre sum to share. 
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A human rather than economic assessment 
of India would confirm that far from the diffus- 
ing pools of prosperity that software services, 
pharmaceuticals and other commercial enter- 
prises have created, the great mass of India lies 
almost untouched by the ‘India story. Only 20 
Indian cities will experience a growth of around 
10 per cent next year, and these already account 
for 60 per cent of India’s disposable income. In- 
creasingly, India’s standout failure is that it has 
not used its surplus from growth to tackle fun- 
damental structural problems. Rising income 
has allowed us to have improved roads and cars. 
Yet, our ability to build and maintain roads, 
train drivers, develop road etiquette, police ef- 
fectively, control illegal constructions, and 
manage cities has actually worsened. 

Always adept at managing contradictions, 


India must learn to accept a new one — that 
while the country’s rate of growth is one of the 
highest in the world, its pace of change is 
among the slowest. Consider this: starting in 
1985, Eastern Europe, Russia, Latin America 
and East Asia experienced a series of nation- 
altering events — the fall of the Soviet Union 
and many dictatorships, civil and transnational 
wars, hyper-inflation, revolution, and the subs- 
equent economic and social chaos. In compari- 
son, India faced fewer problems; its govern- 
ments were relatively stable and its economy 
never really sank. Yet, it has been the other cou- 
ntries that have succeeded in making the pro- 
found economic and political changes needed 
to emerge as democratic, socially progressive, 
free-market nations. India has made almost no 
political reforms and failed to resolve its most 
pressing problems — secessionism, ethnic 
strife, crumbling infrastructure, social stratifi- 
cation, endemic corruption, poor governance 
and a lack of social services. 

This is not a popular theme, nor one that’s 
been properly discussed or understood. “India 
is too full of exuberance right now for serious 
reflection,” Fareed Zakaria wrote in The Post- 
American World. The promise of growth had 
led an India tired of the dark entanglements of 
its past to erupt with an “irrational exuberance’, 
much like what gripped the US bourses in the 
mid-1990s. This was ably fanned by elements in 
business, politics and the media (particularly 
Bollywood) with a vested interest in hyping the 
‘India story. At first, it seemed harmless eno- 
ugh. After decades of feeling sorry for itself, In- 
dia owed itself joy and optimism. All across the 
country, new entrepreneurs, young profession- 
als, civil activists and committed officials were 
doing amazing things. (Some of their success 
stories have been captured in the “The Right 
Stuff’ section we have created in the margins of 
the pages of this special issue.) But the realisa- 
tion that these islands of hope and excellence 
were limited by an ocean of bureaucratic ob- 
structionism and general small-mindedness 
was mostly ignored — until now. 

As the Sensex has begun deflating even more 
than the Nasdaq did in 2000, India has become 
the flavour of yesterday with global investors. 
With foreign money managers withdrawing 
their capital from India and depositing it in 
Brazil, the euphoria of inevitable growth is fad- 
ing and a new reality is sinking in. People across 
boardrooms, government offices and living 
rooms are taking a more nuanced stock of the 
state of the nation. There is a new understand- 
ing of how much needs to be done, and how 
long it will take for India to truly change. Even 
newspapers that liked to scream the aspirations 
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LEARNING FROM 
HISTORY: 

(From left) Critical 
evaluations of radical 
Islam in Turkey, 
Confucianism in China, 
political Christianity in 
Europe, and Shogun 
feudalism in Japan, 
were essential steps in 
the modernisation of 
these societies 
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of the country as if doing so would meet them, 
cannot ignore the problems shaping this new 
mood. Indias political sleaze is being broadcast 
globally, bombs are going off nationally, social 
unrest and crime are rising, the environment is 
deteriorating, inflation is in the difficult teens, 
and the food and fuel crises are underlining sev- 
eral fundamental weaknesses in the economy. 
And then there are the problems the head- 
lines are still ignoring. Naxalites are spreading 
their cause across the country, unplanned ur- 
banisation is destroying cities, and failing social 
services such as education and public health 
could turn India’s much hoped for ‘demographic 
dividend’ into a demographic disaster. Given 
that millions of youths will enter the job market 
every year, the prospect of employing them looks 
particularly bleak. Agriculture, still rural India’s 
mainstay occupation, is stagnant. And informa- 
tion technology services, pharmaceuticals and 





telecom, the aspirational occupations of urban 
India, are faltering. But an intellectually adrift 
New Delhi fixated on coming elections is taking 
none of the steps it could take to build new eco- 
nomic accelerators, such as diffusing broadband 
connections, liberalising the financial services 
sector and improving tourism. 

It is tempting to make democracy the whip- 
ping boy for these failures. Yet, many of the 
countries that have transformed themselves 
since 1985 did so democratically. India’s politi- 
cians are also easy targets, but ultimately they 
are only reflections of ourselves. No system, es- 
pecially in a democracy, can survive 62 years if it 
is out of syne with its own people and culture. 

For example, during our nocturnal soiree, 
Mihir and I initially fell into the old habit of 
blaming the decrepit state of Mumbai on the 
city’s corrupt municipality, lunatic rent controls 
and general poverty. But then I realised that I 
had grown up in a housing complex on a private 
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street where all the flats were self-owned by 
well-to-do people — and the place was still de- 
crepit. Though residents could not blame any- 
one but themselves for this, they never did. 

Like many post-colonial countries, India has 
blamed others for its problems. The Congress 
tried to evolve our national identity by adopting 
a mantra of victimisation at the hands of British 
colonialism. When this wore thin in the 1980s, 
the BJP rose to power by making Islam the 
cause of India’s humiliation and ossification. 
The party offered its own solution to India’s 
problems — a militant jingoism that would 
wrench a wounded India from the ravages of 
history and make it great again. Such reactive 
nationalism founded upon the political mining 
of historical trauma to serve the political, ideo- 
logical, rhetorical and/or emotional needs of 
the present, is common, as historian Paul 
Cohen says. China has done just this. 





Self-criticism has been vital to the modernisa- 
tion of most countries. Since actions stem from 
mindsets and values, any country’s choices and 
realities are rooted in how it thinks — about it- 
self, humanity, and progress. The European En- 
lightenment only succeeded after it challenged 
the excessive religiosity of the Middle Ages, 
Japan’s Meiji Reformation had to demolish 
Shogun feudalism, both Chinese Nationalists 
and Communists denounced Confucianism, and 
Islamic modernists such as Turkey’s Kemal 
Ataturk rejected unthinking belief. Indian intel- 
lectuals at the turn of the previous century, such 
as Rabindranath Tagore and Swami Viveka- 
nanda, introspected deeply on Indian culture 
and encouraged us to do the same. But all this 
was forgotten after Independence. 

Instead, self-serving Socialists sought to 
soothe over the awkward aspects of our history 
with moralistic propaganda, and Hindu reviva- 
lists sought to glorify their heritage by glossing 
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over its deep flaws. (Ironically, this was some- 
thing they had in common with orthodox Isla- 
mic nations, which chose to face the challenges 
of modernity by withdrawing into a romantici- 
sed version of their own antiquity.) 

But now many Indians are realising this lack 
of personal self-understanding and national in- 
trospection has been the underlying reason for 
India’s tortuously slow social progress in the 
face of dynamic economic success. Exactly what 
is leading this change is unclear. Perhaps it is 
the recent realisation of possibilities that is free- 
ing the national mind from past constraints and 
inhibitions. Perhaps it is the force of history, for 
sometimes nations go through an ineffable 
transformative process, where the addiction to 
a set pattern of thinking about oneself and co- 
untry is broken by individual and collective 
introspection and will. For example, the Ger- 
mans were generally thought of as an indolent, 





disorganised people until the late 1700s. But 
something clearly changed a century later. 

People increasingly believe that such a change 
has begun in India. There is a growing realisa- 
tion that it was a distrust of the old monarchical 
world that made people rely so much on their 
families. By making this a virtue in modern life, 
we created a situation where people directed so 
much of their energy, time, resources and con- 
cern within their homes that they had nothing 
left over for the wider society. People conscious 
of this are increasingly getting proactive on so- 
cial issues, one reason the NGO movement has 
gained so much steam. Young people are also re- 
alising how our implicit acceptance of social hi- 
erarchy that has never been challenged in the 
way, Say, it was in Japan, is hindering Indians 
from seeing each other as genuine equals. 

Such misunderstanding of old teachings, in- 
cluding karma, is what keeps us numb to the 
pain of others, injustice and the abuse of power. 


Perhaps young Indians see these things because 
they're realising blindly adopted social stric- 
tures have inhibited them from exploring their 
full creativity and personal power. But it is not 
just the young who are rethinking India. The in- 
stinct for personal change in thought and man- 
ner is circulating throughout society. Producers 
in synch with audiences are realising serious 
films can once again challenge mindless gyrat- 
ing at the box office. Planners are realising real 
development is not when CEOs drive BMWs to 
the office but when they can bike to work, as 
they do in Boston and Beijing. Entrepreneurs 
are realising that India’s traditional commercial 
mindset that emphasised trading, sought short- 
term gain, and was based on family control, 
must change if India is to build global busine- 
sses. And CEOs are realising that economic be- 
haviour cannot be extractive and accumulative 
but must be participatory and emancipating. 
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If all this is the result ofthe current slowdown 


in the economy bringing moderation to the eu- 
phoria that until recently swept India's pressing 
problems under the carpet, one can even hope 
the economic pain continues. Ultimately, the 
truest way to prove our national confidence is to 
face up to the challenges and problems within 
ourselves and our country in a mature and 
measured manner. This would be one of the 
most important steps India could take to move 
beyond GDP growth and towards authentic de- 
velopment. Our nation is at the point where it 
can gradually accept it is okay to have the prob- 
lems we do. With less denial and despair over 
this, we will be able to see that numerous other 
societies have faced similar points in their his- 
tory. They be dealt with, and the ideas and 


methods for doing this exist, and are finally 


creeping within our reach and understanding. 





bweditor@abp.in 
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Nuclear pact, 
runaway 
deficit and 
inflation, and 
WTO failure 
have dimmed 
India's 
global image 


by bill emmott 


RIGHT NOW, WITH BILLIONS 
glued to their television sets 
watching the Olympics, few 
would doubt that this year 
most of the world’s atten- 
tion has been on China. 
Thanks to Tibet and Sudan, 
its international image has 
probably worsened but at 
home feelings of national 
pride have strengthened. 
But what, this has made me 
think, might 2008. have 
done for India’s image? 

His victory in the trust 
vote, triggered by the UPA’s 
rupture with the Left over 
the US-India nuclear pact 
led Manmohan Singh to declare the vote would 
“send a message to the world at large that In- 
dia’s head and heart is sound”. 

Unfortunately, I am not sure that the world 
has taken that message on board at all — at least 
if the trust vote is taken together with other 
events. For a start, even those sympathetic with 
the Prime Minister were bound to ask: what 
took you so long? If an alternative roster of sup- 
port could be assembled, why wait three years to 
do it? Why wait so long before garnering sup- 
port for the reforms that the Left had blocked? 

The answers, I know, lie in the treacherous 
quicksands of Indian politics. But India’s image 
abroad is not fashioned through intimate 
knowledge of political machinations; it arises 
from impressions and actions. The impression 
from this episode and the inaction that pre- 
ceded it have reinforced the common notion 
that India’s democracy is a dysfunctional mess, 
as much a hindrance to progress as it is an asset. 

Then there is the deteriorating macroeco- 
nomic picture. A year ago, India looked rather 
impressive, with annual GDP growth exceeding 
9 per cent and with the Reserve Bank successful 
in putting a cap on inflation. The launch of the 
Tata Nano in January was, to many outsiders, a 
more significant event than any of the acquisi- 
tions of foreign brands by Indian firms, for it 


showed that India is capable of advanced design, 
clever engineering and low-cost manufacturing. 
The new India, it seemed, was not just going to 
be made in Bangalore and Hyderabad but also 
in the factories and design studios of manufac- 
turers. Moreover, with a stable macroeconomic 
climate, there was a good chance that the neces- 
sary infrastructure would finally be built. 

International images often lag reality, so that 
positive view of India may still prevail. But for 
how long? With inflation back past 12 per cent, 
the idea that India is macroeconomically stable 
will not last long — especially with fuel subsi- 
dies sending the budget deficit back towards 10 
per cent of GDP. Perhaps, with oil prices now 
falling, the deficit and inflation will both sub- 
side and growth won't slow too much. Perhaps. 

Finally, what about India's actions "in the 
comity of nations”, as Dr Singh put it? By that, he 
seems to have meant the practice of courteous 
respect for other nations' laws and interests. In 
two cases this year, many outsiders have felt that 
Indias respect for others' institutions has gone a 
bit too far. I refer to the way the government be- 
nt backwards to please China by blocking what 
looked to be legitimate pro-Tibet protests during 
the torch relay, and to the near-silence over 
Myanmars treatment of its cyclone disaster. 

Given geopolitical realities, those policies will 
have tarnished India's image only slightly, if at 
all. The same cannot be said of the position In- 
dia took in the failed talks at the World Trade 
Organization in Geneva in July. In the past, 
such determination to preserve trade protec- 
tions would have been accepted, for interna- 
tional sympathy often lies with the developing 
world against the supposedly exploitative West. 

This case, however, was different. The victims 
of India's stubbornness were other, poorer, de- 
veloping countries who lost a trade pact from 
which they stood to benefit, along with some 
middle-income countries such as Brazil. For the 
first time, India and China stood together in a 
way that many will have seen as representing an 
uncomfortable future: the two emerging giants 
helping each other at the expense of the poor. 

Is that fair? Unfortunately, it is. What poorer 
countries saw was India’s determination to pro- 
tect its farmers not against surges of American 
imports but against food coming from Africa 
and Asia. Politically, with the election looming 
and with Indian farmers having suffered so 
much, the move may have made sense. But 
make no mistake: a price has been paid in terms 
of India’s international image, an image that 
during 2008 has lost some of its shine. 





The author is a former Editor of 
The Economist 
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PART from economy and stock- 
markets, a number of other 
elements have to come together 
to ensure a nations success. 
Team BW picks the four bottle- 
necks to growth we would like 
to see tackled on a priority basis. 





Sloth Machine 

Bureaucracy, it is said, is the art of making the 
possible, impossible. It is an adage the Indian 
bureaucracy is living up to. Stomach this: even 
in the penultimate year of its tenure, innumer- 
able groups of ministers (GoMs) of the incum- 
bent UPA are still pondering over pending 
policy decisions. 

Every day, India’s babus produce tonnes and 
tonnes of paper, memos, files and notes — but 
very few decisions. Adept at pushing files rather 
than issues, their skill is often seen in the way 
they lose the point in legalese, rather than in 
fashioning solutions to problems. “If India 
could cultivate grains on its enormous red tape, 
not one person in the world would have to ever 
go without food,” says a frustrated businessman. 
Business and citizens bear the brunt of the sloth 
alike, with few rights to challenge it. “Last year, 
on behalf of a client, we had filed an 
intimation with the RBI seeking clar- 
ity on the application of some changes 
in ECB rules it had announced,’ says 
Diljeet Titus, managing partner of Ti- 
tus & Co. Advocates. “However, the 
RBI was unable to provide us an an- 
swer for almost one year as our letter 
shuttled between Delhi and Mumbai.” 

The lack of accountability of the bu- 
reaucracy, unlike politicians who at 
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least face elections, provides them the shelter 
for inaction. Not surprisingly, the International 
Finance Commission rated India as the most 
bureaucratic in South Asia in 2005. 

It found that it takes 89 days to register a 
business, 67 days to register a property and 10 
years to close a business. Making matters worse 
is the brahminical attitude of Indian bureau- 
crats. Fiercely protective of their vast turf and 
immense powers, resistance from one cadre to 
another is common. The IAS lobby, for in- 
stance, detests cadres from other services when 
it comes to appointments to key positions. Even 
confidential reports of government servants (on 
the basis of which babus earn their increments 
and promotions) by their superiors are placed 
outside the public domain by being beyond the 
purview of the Right to Information Act. 

What is heartening is that a proposal from a 
group of IIM alumna serving currently across 
the LAS, IFS, IPS and IRS that calls itself IIM-G 
(for government) to the Sixth Pay Commission 
seeking to open every senior government appo- 
intment to the private sector is under the Cen- 
tres consideration. The young officers want to 
compete with applicants from all walks of life 
for every post above the rank of joint secretary. 


Ghains 


Four hurdles to 
economic growth 





Backward Broadband 

A nation that officially defines a data transfer 
speed of 256 kbps as broadband, when Sin- 
gapore just became the first country to offer 
it at 100 mbps, clearly hasn’t understood the 
power of broadband in enhancing economic 
growth. Empirical studies have concluded that 
broadband adds at least 2 per cent to the GDP 
of an area by facilitating businesses on the int- 
ernet such as e-commerce, tele-education, tele- 
medicine, e-governance, entertainment and 
employment generation. Raj Kumar Prasad, a 
senior executive in Commonwealth Centre for 
e-Governance (India), says, “Broadband is criti- 
cal for electronic democracy.” 

Even though the government declared 2007 
as the ‘Year of the Broadband’, India has barely 
3.87 million broadband connections today 
against the target of 9 million. “Broadband is 
content and application driven — the policy 
failed to address it, the result is before us,” 
says Amitabh Singhal, consultant for IT 
and telecom at Delhi-based Telxess 
Consulting Services. In comparison, Ko- 
rea has 14.8 million connections, the US 
64 million, China 71 million and Japan 
27.2 million. “Driving broadband pene- 
tration in India has been a critical 
challenge for my government,” says Com- 
munications Minister A. Raja. “Com- 
binations of factors have resulted 
in the slow growth of broad- 
band connectivity in 
the country.” 


















Broadband initiatives around the world have 
been driven by the state, rather than the private 
sector. In countries such as the US and some 
parts of the UK, wireless broadband is offered 
free of cost. India is only now beginning to re- 
alise the economic impact of broadband. Ac- 
cording to the Economic Survey, the Planning 
Commission in its 11th Plan has envisioned 
broadband for all secondary and higher second- 
ary schools, all public healthcare centres and all 
gram panchayats. It also plans to link block 
headquarters and the nearest exchange 
through state-wide area network connectivity. 

“Broadband is no longer a result of economic 
development, but rather a precursor to ensur- 
ing economic and social prosperity,’ says Raja. 
“We need this broadband revolution now.” The 
Union Budget 2007-08 has also set a target of 
100,000 broadband-enabled common service 
centres in villages. 

The government plans to interconnect all 
knowledge institutions through an elec- 
tronic digital broadband net- 

work. The Reserve Bank of India 

is actively working on formulat- 
ing guidelines to enable payment 
systems through mobile phones. 
These guidelines are expected to 
be released very soon. 


Poor governance and 
we social imbalances can 
| prove to be major obsta- 
. cles to economic growth 
| by BW Bureau 
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FOREIGN COURSE 


In January 2008, 
the Tata Interna- 
tional Social 
Entrepreneurship 
Scheme 
launched an 
internship pro- 
gramme for stu- 
dents from the 
University of Cal- 
ifornia, US, and 
Cambridge Uni- 
versity, UK, to 
work with Tata 
Group’s commu- 
nity initiatives. 
These included 
promoting farm 
and non-farm 
downstream 
activities, and 
sensitisation of 
rural and urban 
youth on health 
issues for pre- 
vention of AIDS. 


Shackled By Gender Inequality 

Women comprise only about 18 per cent of In- 
dia' entire urban workforce, compared to 47 
per cent in the US, 40 per cent in China and 42 
per cent in South Korea. According to a 2006 
CII report on 149 top Indian companies, there 
were less than 4 per cent women in positions of 
senior management. 

Meanwhile, close to 80 per cent of the US 
Fortune 500 companies have at least one 
woman on their corporate board. Such gender 
inequality is shackling India because it is un- 
able to leverage the strength of half of its popu- 
lation. Only about 13 per cent of Indian women 
work, 90 per cent of who are employed in sec- 
tors such as agriculture. 

But several organisations have consciously 
overcome this bias through specific efforts such 
as appointing an officer in each of its units to 
ensure gender equality. As a result, about 40 per 
cent of IBM India’s strength is women employ- 
ees. Even organisations such as Xansa and 
Sapient have a proportion of women employees 
that is higher than 30 per cent. While urban In- 
dia has to grapple with this on a large scale, ru- 
ral India faces challenges of its own. 

Ragbir Singh, a farmer in Banga, in Nawans- 
hahr district of Punjab, killed his teenage da- 
ughter Manpreet because she was in love with 
her cousin. Honour killings, common in the 
Arab world and parts of Africa, are being re- 
ported with sickening regularity in Pakistan 
and India in recent times. The spread of educa- 
tion and urban values, one would have thought, 
should be working against these archaic mores. 
However, as the feudal system cracks up, ‘err- 
ant’ behaviour by women such as ‘falling in love’ 
and marrying outside the caste is on the rise. 

Another violent manifestation of traditional 
gender relationships going wrong is the in- 
creasing number of dowry deaths. The United 
Nations Children’s Fund (UNICEF) has esti- 
mated that in India, more than 5,000 brides die 
annually because their dowries are considered 
insufficient by the families they marry into. The 
hidden violence against the girl child, eu- 
phemistically called female infanticide, has 
only increased. The 2001 Census reveals that 
the sex ratio of children up to the age of six 
showed a decline for girls from 945 for every 
1,000 boys in 1991 to 927 in 2001. 

The state’s response to this has been prima- 
rily legislative. The National Resource Center 
for Women’s website lists four women-specific 
laws, including the Dowry Prohibition Act, 
1961; the Indecent Representation of Women 
Act, 1986; the Commission of Sati (Prevention) 
Act, 1987; and the Immoral Traffic Prevention 
Act, 1956. Women are also provided protection 
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by a slew of as many as 35 Acts of Parliament, 
including the Women’s Compensation Act, the 
Maternity Benefit Act and the Plantation 
Labour Act, 1951. Yet, much of this is openly 
flouted. Women are still paid less than their 
male counterparts, and in the construction and 
agricultural sectors, the male-female differen- 
tial has been institutionalised. 

In recent Budgets, the finance ministry has 
offered free education of the girl child as an in- 
centive to nurture gender equality, but the im- 
pact has so far been marginal. Gender inequal- 
ity is not only reprehensible morally in modern 
civil society. From an economic standpoint, in- 
stitutionalised gender inequality marginalises 
and shackles one-half of the country’s popula- 
tion. Women are reduced to performers of free 
domestic labour cutting them off from generat- 
ing wealth or enjoying the fruits of their labour. 


Twin-Edged Sword 

As acountry with the second-highest number of 
English speakers (not users), after the US, India 
today has an ambivalent and difficult relation- 
ship with a language that it inherited as part of 
its colonial legacy. And it is our proficiency in 
English — meant to be a third link language af- 
ter one’s mother tongue and Hindi, the national 
language — that, according to Nasscom, has 
contributed significantly to the phenomenal 
growth of the outsourcing industry, one of the 
key drivers of India’s economic growth. 

But there is a flip side to this picture. Given its 
cultural currency and the fact that anyone 
wanting to enter the hallowed corridors of In- 
dia’s best educational institutes must possess 
more than a working knowledge of English, it is 
no surprise that small towns in India are inun- 
dated with ‘English medium’ and ‘English lan- 
guage’ schools. Apart from the fact that these 
schools do not teach proper English, they also 
discourage children from thinking in their 
mother tongue. Research internationally has 
shown that learning in one’s native knowledge 
not only brings out a person’s natural genius, it 
also strengthens one’s cultural moorings result- 
ing in the kind of confidence and economic suc- 
cess that we see in Japan, Germany and China. 

Also, the emphasis on English as a require- 
ment for a large number of jobs also means that 
the available talent pool is considerably re- 
duced. The problem, clearly, is a complex one 
with no easy solutions. But policy makers, edu- 
cationists and potential employers alike must 
come together to reform the education policy 
that we have followed for the past 61 years. 


Inputs from Puja Mehra, M. Rajendran, 
Gurbir Singh and Sumati Nagrath 
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India needs 
transfor- 
mational 

education 
models to 
meet its 
education 
needs 


Teaching 
Value 


by shiv nadar 


NO DOUBT INDIAS ECONOMIC 
growth has been grabbing 
headlines. Continuing to 
grow at 7 per cent despite 
present turbulences in 
global economy, India has 
the world’s attention. We 
also seem to have an advan- 
tage in our demographics. 
The BRIC report expects 
that the percentage of In- 
dia’s population in the pro- 
ductive cohort would rise to 
64 per cent by 2028 — the 
largest in the world. 

But the question is what 
would be the quality of that 
pool? There is already a 
shortage of skilled manpower, from doctors, en- 
gineers, scientists to teachers. The gaps in our ed- 
ucation system don’t lend themselves to a well- 
rounded talent pool. Of 1.13 billion Indians, 
about a third (or 400 million) is illiterate, which 
prevents a large part of our population from en- 
tering the mainstream. 

Not only does most of our population not 
have access to education, it is also mostly our 
rural population that suffers this disadvantage. 
Almost 90 per cent of all students who make it 
to the IITs are urban. What is it that we are cul- 
tivating — urban employable youth to fill job 
vacancies? This is only symptomatic treatment; 
it is very myopic. What we need today are trans- 
formational programmes that can alter the lives 
of our children with relevant education. 

The 21st century Gurukulam model in 
Andhra Pradesh is one such beginning. It 
brings remedial education to rural students 
through capsule-like modules delivered by 
world-class professors such as Raj Reddy. It 
serves to ensure understanding of the basics 
and to build the confidence and aptitude to deal 
with information Technology as a subject in 
English. Its purpose is to provide remedial edu- 
cation and IT training leading to a postgraduate 
degree in IT for the top 1 per cent of rural youth. 

Today, students brought up in an urban envi- 
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ronment have a clear advantage over their rural 
counterparts. I am deeply involved in our 
VidyaGyan school project that aims to close this 
gap and begins this year across Uttar Pradesh. 
The schools will offer free education to bright 
but economically challenged students and 
equip them with skills needed to be at par 
globally. Just the very idea that you don’t need 
to go to a large city to get a good education is 
both aspirational and inspirational. The SSN 
(Sri Sivasubramaniya Nadar) institutions in 
Chennai are similarly providing over 400 
merit-cum-need based scholarships — en- 
abling students from across socio-economic 
strata to get world-class degrees. 

Not only do we need such transformational 
models qualitatively, we also need to scale them 
up to match the need for education for a popu- 
lation as large as ours. The government is play- 
ing its role too. We have a million schools run- 
ning because of the Sarva Shiksha Abhiyan. 
However, even this is far from adequate. Nei- 
ther the government nor industry can solve the 
problem alone. The onus rests on all of us. 

I can think of three ways to achieve this goal. 

First, we need some radical thinking in 
education policy and governance. The govern- 
ment needs to open up the education sector to 
private enterprise and make it a profitable 
sector. There are models in our own country 
that have been successful in acting as regula- 
tors, watchdogs and enablers. There are 
the TRAI (The Telecommunications Regula- 
tory Authority of India) and SEBI (Securities 
and Exchange Board of India), on the lines of 
which the government can monitor the educa- 
tion sector as well. 

Second is people. In a country where teacher 
absenteeism is about 25 per cent, the need for 
teacher supply is urgent. There are lacunae in 
teacher training, incentives and accountability, 
which need to be tackled if teaching is to 
emerge as a more sought after profession. 

And third is technology. Technology can esca- 
late the impact of existing programmes in edu- 
cation both by enhancing quality and quantity 
and at a lower cost. It would be very relevant to 
have virtual education improve several-fold the 
quality of input that reaches rural schools. 

Former President A.P.J. Abdul Kalam once 
commented that, “There are more than 300 
million children in India on whose shoulders 
the future of the country rests. You can ignite 
the minds, light the fire, and become a burning 
candle to light another candle.” 

So, the time for action is here and now. 





The author is founder of HCL, edd Chairman 
& Chief Strategy Officer of HCL Technologies 
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THE THREE FLAGBEARERS OF INDIA `S 
reforms — pharmaceuticals, IT 
andtelecom — are inthe midst of 
an introspection. After years of 
fruitless research, pharmaceuti- 
cal companies are yet to showcase 
a breakthrough product. Sud- 
denly, after the sale of Ranbaxy, 
promoters of pharmaceutical 
companies face an existential 
question — should they stay in- 
vested or cash out? Information 
technology made all the right 
moves until the US slowdown ex- 
posed the lack of diversification 
by the sector leaders. And tele- 
com grew very fast, but lost track 
after telcos began neglecting the 
consumer and stopped investing 
in infrastructure. Poor network 
quality and the government's in- 
ability to push through reforms 
worsened the consumer plight. 
This package of six stories high- 
lights the disproportionate mind- 
space — and bureaucracy's time 
— occupied by these sectors and 
juxtaposes the dilemmas faced by 
these sectors against the three 
others that are in urgent need of 
reforms: banking, media and en- 
tertainment, and tourism. 
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Dose 


by Gauri Kamath and 


ESH Bandhu Gupta's hand quiv- 
ers as he sips a glass of soup. But 
the eyes are alert, and the expres- 
sion sharply attentive. *I am 72, 
but I don't feel it,” says the chair- 
man of Lupin, Indias fifth largest 
drug maker by revenues, seated in his office in 
Lupins plush corporate headquarters in subur- 
ban Mumbai. *That is partly because of this 
business. I love it." 

Gupta, a chemistry teacher-turned-business- 
man, started off in the 1960s making cut-price 
tuberculosis drugs. He has recently turned over 
the day-to-day running of the Rs 2,773-crore 
Lupin’s now global operations to two of his five 
children and hired a professional — Kamal 
Sharma — as managing director. But he is in no 
mood to retire, still spending most of his wak- 
ing hours at work. *In my opinion, the pharma 
business has become bigger and better than 
ever, says Gupta, whose company grew a 
healthy 34 per cent last year. 

A few hundred miles away, seated in the con- 
ference room of the Dabur group's New Delhi 
office, Chairman Anand Burman, 56, appears 
relaxed. Burman recently sold his stake in 
group company Dabur Pharma to German in- 
travenous fluid manufacturer Fresenius Kabi. 
"They (Kabi) can grow it much faster than we 
can,' he says. A generics maker like Lupin, but 
much smaller at Rs 278 crore and focused on 
cancer drugs, Dabur Pharma finds it expensive 
to get off-patent cancer drugs approved for sale 
in the West, says Burman. “And in pharma, the 
time lag between actual investment and returns 
is significant." 

Gupta and Burman represent the two faces of 
Indian Pharma. One thinks the best is yet to 
come. Another thinks it is time to bail out. If the 
proposed $4.6-billion sale of India's largest 
drug maker by revenues, Gurgaon's Ranbaxy 
Laboratories, to Japan's Daiichi Sankyo is any 
indication, many more businessmen might be 
headed Burman's way. 

Ranbaxy scion and CEO Malvinder Singh, 
35, and his brother Shivinder, 32, are expected 
to buttress their financial services and hospitals 
businesses. “Promoters are now in a state of tur- 
moil,’ says Ajit Kamath, chairman and manag- 
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ing director of Mumbai bulk drugs producer 
Arch Pharmalabs, which counts the Rs 6,000- 
plus crore Ranbaxy among its key clients. 
“If Ranbaxy promoters are cashing out, others 
too may think it is time,” says Sujay Shetty, 
associate director at PricewaterhouseCoopers 
in Mumbai. 

India’s pharmaceutical industry, with 
hundreds of companies from a few crores to 
over a billion dollars in revenues, has often been 
compared favourably with its celebrated 
counterpart, information technology. It exports 
cut-price drugs to scores of countries and is less 
likely to feel the heat of a global slowdown 
— the demand for healthcare is relatively 
price inelastic. 

Yet, pharma promoters might just be re- 
thinking its prospects. 


The Times They Are A-Changin’ 

As secretary general of the Indian Pharmaceu- 
tical Alliance (IPA), a Mumbai-based lobby of 
home-grown drug companies such as Ranbaxy, 
Dr Reddy's, Lupin and Sun Pharmaceutical In- 
dustries, Dilip Shah, 67, has worked closely with 
its CEOs. Shah, an industry veteran who has 
seen it thrive in the face of price controls and 
cut-throat competition, admits that "the envi- 
ronment is now extremely tough". Companies 
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appear to be caught in a 
perfect storm of business, 
regulatory and policy dy- 
namics. 

One, the industry's ma- 
jor markets are presenting 
never-before challenges. 
The US, a key destination 
for Indian drug compa- 
nies, has become ex- 
tremely competitive. In- 
dian companies need the 
US; it is the world’s largest 
generics market at $20- 
plus billion in annual 
sales. India has the sec- 
ond-largest number of US 
Food and Drug Adminis- 
tration (USFDA)-ap- 
proved factories in the 
world. Some $60 billion worth of brand-name 
drugs will lose patent protection in the US 
over the next five years or so. But drug prices 
are known to fall 90 per cent soon after patent 
expiry. “So, what $60 billion are you talking 
about then?” fumes Yusuf Hamied, chair- 
man of Mumbai drug maker Cipla, India’s 
No. 2 pharma company in terms of revenues, 
which counts the US among one of its 
largest markets. 

Western Europe, the world’s second largest 
pharma market, where some have sought to ex- 
pand, is seeing healthcare reform that is push- 
ing down generics prices. Japan, the third- 
largest, is just beginning to accept generics 
substitution for brand-name drugs. In 
countries such as Brazil, Russia, China and 
home market India, western-style patent laws 
have recently been put in place and copycat 
companies have to proceed with care. 
In India, the transition is proving painful. Cipla 
has been battling it out in court with western 
companies who allege patent infringement. 
Cipla says those patents are invalid under 
Indian law. 

Attempts by a few Indian companies to come 
up with original drugs are still works-in- 
progress. Many early drug leads have been 
abandoned in trials. Research costs have forced 
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in The Pink 


Top Indian dru 
makers are still mak- 
ing healthy profits 
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Hard Reality 
But, with some exce- 
ptions, are growing 
at a slower rate 
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Why Big Pharma wants generics 


Western pharma companies' rising R&D spends are not translating 
into more new drugs on the market 
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THE OPTIMIST: a few such as Sun Pharma and Piramal Health- 
Lupin's Desh Bandhu care to spin off their research divisions in the 
Gupta is upbeat about hope of raising funds, hiring good talent, and 
nan papa improving quality. But the jury is still out on 
whether this will work. 
Two, regulators are baring their teeth 
world over. India’s National Pharmaceutical 
Pricing Authority recently invoked a rarely- 
used clause in the country’s pricing rules 
to clamp down on drug prices. The Indian 
drugs regulator, the Drugs Controller 
General, has questioned the scientific 
rationale for hundreds of drug combina- 
tions marketed by India’s best-known 
companies. And under India’s notorious 
bureaucracy, a pharma company is 
at the beck and call of five ministries. 
In the US, the FDA is subjecting 
Indian (and Chinese) com- 
panies to more intense 
scrutiny as they occupy 
greater space in US medi- 
cine cabinets. 

Three, there are legal 
hurdles. The  brand- 
name industry compris- 

ing big names such as 

the $48-billion Pfizer, 

which is lobbying for 
ever tighter patenting 
rules, have successfully de- 
layed approvals for generics 
of biotech drugs in the US, rais- 
ing costs for those Indian firms 
that have built capacity in antici- 
pation of the opportunity. Shah 
points to three international 
treaties or fora, on patents, and 
counterfeit medicine, that he 

















calls “new initiatives by the innovator industry 
to create road blocks to Indian generics”. 

In sum, “doing business is getting tougher”, 
says Shetty. 


Bang For The Buck 

The pharma industry has always been more 
complex than most. But the rewards have 
made it worthwhile. In the past decade, 
strong demand at home and abroad has helped 
even recent entrants to build good-sized 
businesses. Kamath’s Arch, for instance, 
began in 1999 and has grown to revenues of 
Rs 514 crore by supplying bulk drugs to finished 
medicine exporters such as Ranbaxy. 
New Delhis Mankind Pharmaceuticals, 
an India-focused outfit started in 1995 
by a former Lupin salesman, has revenues of 
Rs 700 crore and is in the Top 10 in India 
by market share, according to research firm 
ORG-IMS. Operating margins of leading 
companies are still healthy. 

But with challenges mounting ever than 
before, the pharma story has developed 
warts. Most of India’s leading companies in 
the sector have not moved fast enough to ce- 
ment their lead in the international market. 
When their share prices were going strong and 
interest rates were falling, they could have 
bought global scale through M&A; but 
most treaded cautiously, fearing that they 
would bite off more than they could chew. 
(See "What's the Big Deal’, BW, 28 June 2004). 
In a commoditised market such as the US, 
scale is proving to be the biggest stumbling 
block. Ranbaxy, the first Indian entrant into 
the US in the late 1990s, today accounts for 
under 12 per cent share of generics prescrip- 
tions in the US. In contrast, with its acqui- 
sition of America’s Barr Labs, Teva, the 
world eader in generics, will soon hold a 24 
per cent share. 

Pharma stocks have, with some exceptions, 
missed India’s mind-boggling bull run, though 
money is recently flowing back into the sector. 
And lacklustre stock prices and rising interest 
rates make expansion costlier now. 

Staying successful is harder today than some 
years ago. “Margins used to be much better in 
this business,” says G.V. Prasad, CEO. of 
Dr. Reddy’s. Agrees Lupin’s Gupta: “It is diffi- 
cult to optimise profits with generics alone. 
But it remains, at the same time, a real large 
chunk of business.” Hamied is blunt. “We are 
in court with the (Indian) government on pric- 
ing, with multinationals on patents,” he says. 
“What is going on?” 

While demand is still strong, if challenges 
persist or escalate, some might think that the 
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Dabur’s 

Anand Burman 
thought it best to bail 
out his stake in Dabur 
Pharma to Germany’s 
Fresenius Kabi 






effort is disproportionately higher than the 
return and throw in the towel, says Tarun 
Shah, the Vadodara-based representative of 
New York’s Mehta Partners, the firm that ad- 
vised Daiichi on the Ranbaxy deal. These could 
be companies at the “top, the middle, or the bot- 
tom”, he says. 


Some chose to exit long ago when India 
agreed to tighten its patent laws to stop 
the rampant copying of patented western 
drugs. A decade ago, Kolkata’s Gandhi family 
sold off brands owned by their firm Dolphin 
Laboratories, an established but small drug 
company, to Dr. Reddys and ploughed 
the money into retail. “It is better to get out at 
the top with a premium, than be forced out at a 
discount,” says its scion Viraj Gandhi, the 
young CEO of Melrose Trading in Mumbai, a 
master franchisee for US pharmacy chain 
Medicine Shoppe. Gandhi says Dolphin, with 
sales of Rs 45 crore, did not have the resources 
to go West, and he is happy they took that call. 
“Why fight to survive, when you can thrive?” 


STEP AHEAD: 
The new frame- 
work aims to up- 
grade the quality 
of healthcare 


AMIT VERMA 


The Tamil Nadu State Government is developing a new 
framework to allow active participation of private sector in 
healthcare delivery systems to upgrade the quality of critical 
care services provided at the primary health centres. If suc- 
cessful, this model could be reproduced in other states. 


Gandhi asks. 

Like the Gandhi family a decade ago, more 
promoters may find that the next generation 
is not enthused. Dr. Reddy’s Prasad says, 
“Today, people want to do diferent things with 
their money, and their mantra is clearly, 
value creation.” 

There have been other sell-outs buoyed by 
this rationale. In 2007, N. Prasad, the man 
behind Hyderabad’s Matrix Laboratories, sold 
his company to US generics firm Mylan. He is 
said to have built up a significant real estate 
business, even as he continues to advise 
Mylan’s CEO. 

Against this backdrop comes the Ranbaxy 
deal, which if it is concluded, could make 
its promoters richer by Rs 10,000 crore. This, 
says IPA’s Shah, increases the pressure on 
others to follow. There may soon be no dearth of 
buyers — western drug companies with far 
deeper pockets want a larger stake in the 
generics business as key patents on their 
drugs run out (see ‘Why Big Pharma Wants 
Generics, page 44). 


But companies such as Noida’s Jubilant 
Organosys and Mumbai's Piramal Healthcare, 
who are focused on contract research and man- 
ufacturing for multinationals, in addition to 
making generics, believe they are not so 
vulnerable. “This business will witness faster 
growth,” says Jubilant Chairman Shyam 
Bhartia. Prasad, too, is building this division 
inside Dr. Reddy’s. But this will not be free of 
impediments — rising input costs, the rupee- 
dollar fluctuations, and Chinese competition 
to name just three. 

Of course, even in this scenario, some 
companies might still see a never-again oppor- 
tunity to alter their fortunes. “The Ranbaxy deal 
will stimulate bolder thinking among Indian 
management,” says Viren Mehta, managing 
member of Mehta Partners. “There will be 
more consolidation among them to create size 
and scale.” 

But given the ground realities, those will 
likely be exceptions. And exceptional. 
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Indian IT 
firms should 
look beyond 

IT to ride 


downturns 
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HE fabulous run of Indian soft- 
ware services companies in the 
global market has hit a roadblock 
with the ongoing slowdown in the 
world's largest IT market — the 
US. While clients are holding 
back existing projects, new projects are few and 
far between. This has forced almost every do- 
mestic services firm — who earn 40-70 per cent 
oftheir revenues from the US — to go on a cost- 
control drive. Some have pulled back future in- 
vestments till the market improves, while oth- 
ers have curtailed their bench strength. 
Sustainability is the last thing on the minds 
of those in the middle and at the bottom of 
the pyramid. They are actually struggling for 
survival. 

If their plight appears worse than it ought to 
be, the software services firms have nobody but 
themselves to blame. Their single-minded focus 
on software services may have been the right 
thing to do if they subscribed to management 
consultant C.K. Prahalad’s ‘stick to the knitting’ 
philosophy, but in a fast-growing economy such 
as India’s, their unwillingness to tap into new 
business opportunities outside IT has left them 
exposed to the vagaries of the sector. 

Not that everyone agrees. “I do not believe 
that any opportunity for growth has been ig- 
nored,” says Kris Gopalakrishnan, CEO of In- 
fosys Technologies. “We are not operating in 
certain markets or our revenues from these 
markets are small. The industry has been con- 
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stantly changing and evolving” 

But spare a thought for this: even as India 
continues to open up newer sectors such as 
telecom, retail, banking, roads, ports and air- 
ports, IT services firms have consciously 
shunned investing in non-IT industries. Praha- 
lad's model of core competence may be ideal for 
western markets where these sectors have 
matured and do not present opportunities to 
grow at 100 per cent per annum, but it may not 
be apt for India. 

In India, newer industries have consistently 
spawned new entrepreneurs who have now 
grown multi-billion businesses such as the Mit- 
tals of the Bharti Group, Kishore Biyani of the 
Future Group, Gautam Adani of Adani Enter- 
prises, and G.V.K. Reddy of GVK Infrastruc- 
ture. They have been the disruptive forces in 
their sectors and moved ahead at a rapid pace. 
Potentially, cash-rich IT firms could have be- 
come conglomerates by treading a similar path. 

Take the case of the Big Five that have always 
hadtheresourcesto invest outside IT. Tata Con- 
sultancy Services (TCS), the market leader, and 
Infosys, the No. 2, are focused on IT services. 
They have Rs 13,044 crore and Rs 14,491 
crore of reserve and surplus on their balance 
sheets, respectively. Wipro, which has made its 
way into IT from the FMCG space, has Rs 
11,541 crore. Satyam, which is examining areas 
such as infrastructure, has Rs 7,843 crore. The 
HCL group continues to expand within the IT 
software, services and hardware space. It still 
has Rs 8,033 crore. 

If domestic services firms had invested even a 
fraction of the cash on their balance sheets in 
non-IT business opportunities, their risks 
would have been dispersed across different sec- 
tors in this slowdown. But that was not to be. 
Instead, they have been content with accretive 
growth within their industry. With western 
economies keen on outsourcing, services firms 
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haven't had a reason to complain because both 
toplines and bottom lines have continued to 
grow at a ferocious pace of up to 40 per cent. 
“They should not go beyond IT, but should stick 
to what they know best,” says Siddharth A. Pai, 
partner and managing director of TPI India, an 
IT advisory firm. It is because they did not di- 
versify that most home-grown IT companies 
continued to do more of the same — providing 
back-office solutions for verticals such as bank- 
ing, financial services and insurance, telecom, 
retail and manufacturing. 

They could neither make any significant 
headway in software products nor in providing 
high value-added services such as consulting, 
which could have given them the impetus to 
grow at the higher end of the value chain with 
higher margins and cushioned them from 
downturns considerably. “The product space 
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has been a big challenge for Indian players; 
says Akhilesh Tuteja, executive director of IT 
Advisory at KPMG. "Similarly, what Indian 
players are camouflaging as consulting is not 
the real thing. To become strategic partners, 
you need to be able to sell a value proposition 
directly to the client" 

But IT firms have consistently rejected the 
idea of non-IT businesses giving two reasons. 
One, they didn't want to lose focus on their core 
business. And two, there have been plenty of 
growth opportunities within IT. Clients 
increasingly prefer to outsource multiple 
processes to a single vendor, "firms that provide 
an entire bouquet of services stand to benefit 
the most”, says Ambarish Dasgupta, executive 
director PricewaterhouseCoopers. 

Adds Avinash Vashishtha, CEO and manag- 
ing director of Tholons, an IT advisory com- 
pany, “They are looking for a vendor who can 
understand them well and can aid them in their 
process of change” Then, there have been 
opportunities within different segments of the 
market such as small and medium businesses 
(SMBs), according to Som Mittal, president of 
Nasscom. "There is huge potential in the SMB 
sector alone,” says C.S. Chandramouli, engage- 
ment manager at Zinnov Consulting. "They can 
make big money just by creating IP-based 
solutions for the SMB sector,” adds Sudin Apte, 
senior analyst at Forrester Research 

But sectoral downturns such as the ongoing 
one in IT will continue to force services firms to 
search for answers as to why they should not en- 
ter non-IT businesses. And as Vashishtha puts 
it, "The opportunity is now. They have to strike 
while the iron is hot. If they wait for another 5-6 
years, it might be too little, too late” After all, 
with annual net profits ranging from Rs 50 
crore to Rs 1,300 crore, at least the Big Five 
have the financial might as well as the manage- 
rial bandwidth to look beyond IT. It's their incli- 
nation to pursue new businesses that will deter- 
mine whether they remain confined to the 
software services space or become diversified 
conglomerates. 
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THE RIGHT STUFF 






Biofuels are arguably less polluting than fossil fuels. 
But sadly most biofuels come from food staples such as 
Sugarcane or corn. This has jacked up food prices all 
over the world. Jatropha, a hardy desert plant, is India’s 
answer to the biofuel dilemma. It can grow in waste- 
lands and needs little water. 


SAFE OPTION 
Jatropha, a desert 
plant could help 
overcome the 
biofuel versus 
food dilemma 








(i slowing down 


EW nations have had India’s head 
start in cellphones and squan- 
dered it as spectacularly. When In- 
dia opened up mobile communica- 
tions in 1994, it leapfrogged all 
legacy technologies to build one of 
the world’s modern mobile phone networks. 
With people hungry for connectivity, India’s 
subscriber base has risen to 260 million, out- 
stripping the US's. Indian telcos have become 
some of the most valuable companies in the 
country, with a collective market capitalisation 
of $35 billion-40 billion. 

But telecom — once the poster boy of Indian 
reforms — is losing its way. “Growth has not 
been commensurate with the infrastructure 
and consumer demand,’ says Anil Prakash, sec- 
retary general of India IPTV Forum. “The digi- 
tal divide has widened.” In a heavily regulated 
sector, where growth is dependent on the gov- 
ernment’s release of spectrum — the airwaves 
that carry cellphone signals — entrenched tel- 
cos have been using their clout to derail greater 
competitiveness and reforms. 

Globally, basic voice services are becoming 
commoditised and telcos are replacing their 
contribution to the balance sheet with new 
value-added services. Indian telcos, though, are 
resisting the introduction of new data-driven 
value-added services and trying to turn voice 
services into a cash cow, not a commodity. 

Consider this: telcos, the Department of 
Telecommunications (DoT) and Telecom Regu- 





latory Authority of India (Trai) have been push- 
ing the myth that India has the lowest mobile 
phone rates in the world. However, in terms of 
purchasing power parity, Indias rates are as 
high as, or higher than, in most countries. The 
average per minute call rate in India is .01 cent a 
minute. Even in the US, where overheads and 
spectrum charges are five times those in India, 
the rate is .05 cents. 

Telcos, DoT and Trai have collaborated to 
prevent voice tariffs from sliding by preventing 
the introduction of discount packages. For ex- 
ample, in the US, cellphone subscribers can pay 
$99 a month for the ability to make an unlim- 
ited number of calls. In India, a similar service 
should cost about $20 (Rs 800). But it is not on 
offer. As a result, almost every mobile company 
makes a net margin of nearly 25 per cent. That's 
almost double the current margin of Reliance 
Industries, a company on which the govern- 
ment wants to levy a windfall tax. 

Despite these margins and the fact that in In- 
dia spectrum charges have been among the low- 
est in the world (this in real terms), domestic 
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Wrong — 
Calls 


by M. Rajendran 





Telecom, once one of the fastest 
growing sectors in the economy, is 
caught up in regulatory wrangles and 
technical hurdles. And it is the 
customer who is losing out. 
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telcos have been slow to invest in expanding 
their existing networks even as more sub- 
scribers are added. As a result, cell calls drop of- 
ten and the quality of the phone network has 
plummeted to its worst in the past two years. 

Yet, Trai has failed to take any penal action 
against telcos for poor network quality, refusing 
even to mandate that dropped calls must be 
free, as they are in a number of countries. “Trai 
has no powers to impose a penalty directly on 
service providers not meeting the quality of 
service benchmarks,” says Trai Chairman Nir- 
pendra Misra. 

India is also one of the last countries to roll 
out next-gen 3G networks. While the world be- 
gan using these in 2005, India missed several 
deadlines to do the same and has only just an- 
nounced plans to begin a 3G spectrum auction. 

WiMax networks, which allow users to make 
cheaper calls and access wireless broadband, 
have started operating in many countries since 
January this year. But India is still fiddling with 
its WiMax policy, despite the fact that the coun- 
try is woefully behind not just the developed 
world, but even most developing countries 
when it comes to broadband penetration. 

Going by the global definition of broadband, 
India has just about 1.5 million such connec- 
tions, and most of these are in companies. The 
lack of broadband home users is preventing the 
expansion of internet commerce. 

The basic problem is that telecom policy 
makers, who are supposed to enhance competi- 
tion and introduce the latest technologies, seem 
to be promoting vested interests over the inter- 
ests of the consumer and the industry. 

Telecom is a business of scale and compe- 
tence. Yet, when the government issued new 2G 
licences six months age, they all went to players 
with neither competence nor scale — or experi- 
ence. Unitech is a real estate company and 
Videocon, a consumer and energy major. 
Among others, Shyam Telelink has some expe- 
rience in Rajasthan. Loop Telecom of Essar is 
Vodafone's partner in India, but has never been 
an individual player. The foreign partner has al- 
ready threatened to sue Essar on this new li- 
cence. Says a senior official in DoT, “It is pre- 
dominantly an opportunity to make money. It is 
a repeat of 1992 bids and little worse than that” 

More troublingly, even after the DoT has is- 
sued telecom licences to these players, it has not 
issued them spectrum. As a result, most of the 
new players are scouting to sell majority stake. 
Though such sales are illegal, they are possible 
via pyramid structures and foreign holdings. 
For example, Shyam Telelink decided to hold 
only 26 per cent while Sistema, its Russian 
partner, got 74 per cent with the Indian co- 


mopanys approval. Other players are talking to 
telcos such as Etisalat, Altimo and AT&T for a 
similar deal. “The new licensees never looked 
serious players,” says Ravi V. Prasad, a Delhi- 
based telecom analyst. 

Of course, new players can only compete in 
weaning away customers from the existing 
players if there is number portability. Though 
this policy has been announced, the govern- 
ment has been dragging its feet on the matter 
because of pressure from the existing players, 
who are most likely to be impacted. 

Meanwhile, smaller players such as Idea Cel- 
lular and Spice have found it difficult to make 
inroads into the business. Tata Teleservices, too, 
has failed to match the rate of growth of Bharti 
Airtel and Vodafone, and Reliance Communi- 
cations is still recovering from the aborted 
merger with South Africa's MTN. 


The telecom business is getting increasingly ` 


complex. Broadband wireless on WiMax, for in- 
stance, is a disruptive technology that can be a 
game changer that most global cellcos are fret- 
ting over. A VoIP-enabled phone on a WiMax 
network, for instance, threatens the existence of 
the voice-centric telcos in India (domestic tel- 
cos earn 85 per cent oftheir revenues from voice 
as compared with 60 per cent globally). “Signif- 
icant mobile and fixed broadband penetration, 
which leads consumers to consume a large 
amount of data, is the reason for the gap;" says 
Gautam Balakrishnan, director and principal 
consultant of Optsoe Consultants. 

WiMax could be the answer to connect the 
250,000 villages and rural areas in India. The 
regulator has asked the government to declare 
the year 2008-09 as “the year for rural telecom 
access". The Government has announced spe- 
cial packages such as removing the licence fee 
on rural fixed line, to boost the use of fixed 
broadband. Of course, the cost of WiMax li- 
cence fee would decide the price the consumer 
would pay for mobile broadband. 

However, the past three weeks have offered a 
ray of hope. Having won the vote of confidence 
in Parliament, the UPA government has an op- 
portunity to rush through telecom reforms that 
have been pending for over four years. And tele- 
com minister A. Raja is keen to exploit this win- 
dow by announcing the 3G policy and allowing 
mobile virtual network operators (MVNOs). 
“We will accelerate the speed and (broadband) 
subscribers with the new policy initiative using 
wireless access," Raja told BW. If the centre can 
push through these reforms before the general 
elections, it would have done a huge service to 
the harried consumers, as much as the telcos. 





m.rajendran (a) abp.in 


25 AUGUST 2008 51 BUSINESSWORLD 





RAINING 
SELF HELP 


In about 1,000 
villages in Maha- 
rashtra's Raigad, 
Ratnagiri and 
Thane districts, 
SHARE (an 
NGO), Ajit Gokh- 
ale (a civil engi- 
neer) and vil- 
lagers have 
curbed water 
scarcity by 
building rainwa- 
ter-storing bunds 
and other water 
harvesting meas- 
ures. Money for 
the same came 
from private in- 
dividuals and 
trusts. Govern- 
ment help was 
not sought. 


BLOOMBERG 








by Raghu Mohan 


ET'Sunite; we have nothing to lose 
but our chains.” That seems to be 
ove rdue in the chorus among banks that are 
: up against a reform logjam in 
ba nkin g, a banking (foreign direct invest- 
ment, or FDI, and voting rights) or 
sector yet ÍÜ branch licensing. With the Left parties out of 
: the way, they are keen that the Union govern- 
scri pt Q ment should use this window of opportunity to 
clear the uncertainty. 

erowth sto ry Nearly two decades after the winds of change 
started blowing across the countrys economy, 
Indias banks continue to lag behind their non- 
banking counterparts. Home-grown compa- 
nies in services sectors such as information 
technology (IT) and telecom, pharma, and even 
manufacturing entities have made their mark 

on the global platform. 

Ravi Trivedy, executive director of 
business advisory at KPMG, says the 
ideological impasse on banking re- 
forms has significantly delayed the 
ability of banks to increase their cap- 
italbaseandimprovetheir efficiency. 
“None of our banks make it to the list 
of the top 50 banks in the world.” The 
State Bank of India (SBI), the coun- 
try's largest, is ranked 57th. 

Even on the domestic front, ar- 
chaic banking regulations continue 
to constrain their growth. “Amidst 
competition for foreign investments 
among emerging economies, banks 
have been given the go-by by many 
potential investors, says Robin Roy, 
associate director at Pricewater- 
houseCoopers. 

Observes Naina Lal Kidwai, group general 
manager and chief executive officer of HSBC 
(India): *Every sector that has been opened has 
forced players to introduce best practices at à 
faster rate. Foreign banks bring best practices 
from elsewhere in the world.” 


Reforms are 





PIVOTAL ROLE: 


The RBI, led by Gover. Time ToMoveOn — | 

nor Y.V. Reddy, will be Voting rights restrictions and single-ownership 

crucial in spearheading norms hold back foreign investments even 
banking reforms though the present regulation allows FDI up to 





Clear The Logjam 


74 per cent in private sector banks. India does 
not have proportional voting rights; they are 
capped at 10 per cent irrespective of the hold- 
ings of the investors. 

Says Romesh Sobti, managing director and 
chief executive of IndusInd Bank, “Voting rights 
norms have to change, and linked to the level of 
their actual holdings. This deterrent doesn't al- 
low the stakeholder to gain management con- 
trol.” This impasse affects the business in terms 
of finding strategic investors in certain banks. “I 
would like to see an alignment of the voting 
rights for foreign investors in line with their 
shareholding pattern, along with the removal of 
the single-ownership limit of 10 per cent,’ says 
Meera H. Sanyal, country executive at ABN 
Amro Bank (India). 

The past three-four years have seen a benign 
economic environment, in which there was 
more than enough capital available to the bank- 
ing system and companies. “It is in today’s 
vastly different economic environment that 
banking sector reforms would provide the 
much needed fillip to capital flows,” says Sanjay 
Sakhuja, managing director of Ambit Corpo- 
rate Finance. 

Of course, the FDI story got messed up only 
recently. “We can only argue about the pace of 
reforms. For instance, till 2005, there were no 
restrictions on acquisition,” says Jaspal Bindra, 
head of Standard Chartered Bank for Asia. 

The Indian establishment, however, cannot 
be entirely blamed for its tight-fistedness. It 
took almost five years for SBI and ICICI Bank 
to get a qualified full banking licence in Singa- 
pore. At present, there are 29 foreign banks op- 
erating in India with a network of 273 branches 
and 871 off-site ATMs. 

In December 2007, Reserve Bank of India 
(RBI) Deputy Governor V. Leeladhar debunked 
the notion that foreign banks have no freedom 
in India. He was of the view that the local 
regime with regards to foreign banks is non- 
discriminatory and, in fact, very liberal by 
global standards. 

India doles out more branch licences than the 
12 specified under the World Trade Organiza- 
tion norms. And, therefore, it is no surprise 
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SBI I Life & 


INSURES SEE 





when Kotak Mahindra Bank’s executive direc- 
tor Dipak Gupta says, “Given the current 
situation, we are comfortable with the FDI 
inflows and I don’t think we need much more 
FDI in banking.” 


One option is to allow mergers, aquisitions and 
consolidation, which will give banks the scale to 
compete. India has 27 state-run banks and 24 
private banks (17 are old and seven new). “It is 
important to bear in mind that there is diversity 
of the governing statutes applicable to different 
entities in the Indian credit system,” Leeladhar 
had said in April this year. 

While private sector banks are subject to the 
provisions of the Banking Regulation (BR) Act, 
1949, state-run sector banks are governed by 
their respective founding statutes and by those 
provisions of the BR Act that are specifically 
applicable to them. 

Urban cooperative banks are governed by the 
provisions of the Cooperative Societies Act of 
the respective states or by the Multi-State 
Cooperative Societies Act, as also by the provi- 
sions of the BR Act that are specifically applica- 
ble to them. These regulations need re-exami- 
nation because their multiplicity would come in 
the way of consolidation otherwise. 

“We need to reduce the number of state-run 
banks from the current 27 to a more reasonable 
figure of 15 through mergers and acquisitions 
by private sector banks,” says Kotak Mahindra’s 
Gupta. “For this, a revised BR Act is needed.” 
According to Gupta, there is also a need 
to delink ‘directed credit’ and ‘inclusive 


SBI MUTUAL FUND 


partner for life 


growth' from the controls of politicians and the 
Central government. 

The Report of the Committee on Banking 
Sector Reforms (the Second Narasimham Com- 
mittee, 1998) had suggested mergers among 
banks. And from 1961 till date, there have been 
as many as 77 bank amalgamations. Of these, 
46 took place before bank nationalisation in 
1969; the remaining 31 occurred in the post- 
nationalisation era. Of the 31 mergers, private 
banks were merged with state-run banks in 25 
cases, while only in the remaining six cases, 
both the banks were private banks. 

Since the onset of reforms in 1990, there have 
been 22 bank amalgamations. Here's another 
matter of detail. Prior to 1999, amalgamations 
of banks were primarily triggered by weak fi- 
nancials of the bank being merged, whereas 
post-1999, there have also been mergers be- 
tween healthy banks driven by business and 
commercial considerations. 

Prime Minister Manmohan Singh — a for- 
mer RBI governor — ended years of economic 
isolation in 1991. His finance minister, P. Chi- 
dambaram, can no longer complain that a select 
group in Parliament is opposed to reforms. 
Both gentlemen are surrounded by reform- 
minded people. The Planning Commission's 
deputy chairman, Montek Singh Ahluwalia, 
was Singh's finance secretary when the latter 
was finance minister; C. Rangarajan, former 
chairman of Singh's Economic Advisory Coun- 
cil, was governor of RBI. This is, perhaps, just 
the right moment to bring about reforms. 
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Banks in the country 
need wider networks 
to cover smaller towns 
and villages 
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Courtyard view 


Now is a time when ‘conservation’ is the keyword in all we do. From fuel to water to air, we 
are now moving towards making them last longer by using them better. The result: green cars 


and even green living and working spaces. 


The Maytas Hill County IT/ITeS SEZ is a classic example of the latter. Spread over 74-acres 
along Hyderabad's IT corridor, it offers the latest in building technology to make it a great 
green option. In addition, there is also a mixed-use residential and retail space spread over 
300-acres. From intelligent lighting to superior waste management, every aspect of MHC SEZ 
has been well thought out to meet the stringent standards of LEED (Leadership on Energy and 
Environmental Design) Gold certification from the Indian Green Building Council. 


Maytas Hill County SEZ stands testimony for passive 
architectural design, which helps minimise heat 
retention within the building, so one spends less on 
energy costs to cool it. The building has daylight 
sensors integrated into the building design, which 
will automatically alter the lighting within the office 
spaces according to the available natural light. This 
amounts to further cost saving on power, especially 
during the long Hyderabad summers. 

A special addition worth mentioning is the air quality 
sensors installed within the work area which will 
help detect the volume of CO, in the interior air and 
when necessary pump in optimal oxygen, aiding 
better health to the occupants. 

When buildings are constructed, a considerable 


amount of waste material is generated. MHC SEZ has 
been designed such that maximum local recyclable 
material can be used in the construction, reducing the 
carbon footprint and directly impacting the health of 
the occupants. Built in an area with lots of natural 
rocks, the SEZ is designed to integrate many of these 
rocks into the landscaping. 

MHC SEZ also brings a direct chilling system for the 
first time in India which helps reduce implementation 
costs significantly and saves on power, thus protecting 
the ozone layer further. 

In any large office complex/campus effluent manage- 
ment is a major concern. At MHC SEZ, Maytas have 
opted for efficient techniques for recycling of waste- 
water and sewage treatment to provide a zero liquid 
discharge environment. 


PROI 
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THE DESIGN BENEFIT 


THE MAYTAS ADVANTAGE 
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by Gurbir Singh 


While Indian 
firms eye 
the West, 

global media 

firms go 
regional 


Scenes from block- 
busters Taare Zameen 
Par (above) and Om 
Shanti Om (right) 


N important part of News Corp. 
Chairman and CEO Rupert Mur- 
doch's whistle-stop agenda for 
India in July-August this year 
was to flag off Star India's six new 
regional channels. Star's top hon- 
chos have been mulling the move for years. But 
now, the die is cast with Murdoch blessing the 
move with a $100-million (Rs 400-crore) in- 
vestment push into regional media. 

Another recent launch was difficult to miss. 
After the explosion of slapstick Bhojpuri 
movies, the small Century Communications 
Group, with interests in post-production stu- 
dios, has launched a 24-hour Bhojpuri lan- 
guage television channel. 

In India, it is a strange scenario in the media 
and entertainment sphere. Global media giants 
are going for regional markets while local czars 
are crossing the Rubicon, and acquiring and 
launching properties in Hollywood. In local 
Bollywood, everything has become bigger (but 
not necessarily better), with cine stars now be- 
ing paid crores for driving television shows to 
beat an extremely saturated market. Mean- 
while, a slew of film funds threaten to make the 
Rs 100-crore movie passé. 





After saturating the cities and metros, the indu- 
stry has woken up to the fact that affluence has 
exploded in small towns. Media analysts from 
Ernst & Young (E&Y) labelled it "The Dhoni Ef- 
fect, after India's cricket captain M.S. Dhoni. 
An E&Y study highlights the rise of the small- 
town bourgeoisie whose increased affluence 
and awareness due to media's improved penet- 
ration has created high aspiration levels coup- 
led with booming consumption. For new India's 
marketers and mediamen, that's the way to go. 

According to P.K. Tewari, promoter of the 
Bhojpuri channel Mahuaa TV, there are 270 
million Bhojpuri dialect speakers worldwide 
with as many as 150 million living in the Indian 
cow belt. Earlier marginalised in feudal condi- 
tions in Bihar and elsewhere, these millions are 
today consumption-hungry. 

TAM Medias advertising tracker AdEx esti- 
mates regional media is already attracting a 
healthy 24 per cent of ad revenues. 


At the other end of the spectrum, entertain- 
ment biggies are moving up the value chain. Re- 
liance’s Anil Ambani Group, which has identi- 


25 AUGUST 2008 5 6 BUSINESSWORLD 


fied entertainment as a key growth area, is go- 
ing global and seeking a slice of the Hollywood 
pie. A Bloomberg report recently confirmed 
that talks between the ADAG Group and Steven 
Spielberg’s Dreamworks SKG, begun three 
months ago, were close to sealing a $550-mil- 
lion investment by Ambani. The infusion would 
allow Spielberg’s long-sought split from Via- 
com's Paramount Studio. With an additional 
$400 million in debt, Dreamworks team and 
Ambani hope to produce as many as 30 top-of- 
the-line movies out of Los Angeles. 

UTV’s recent joint venture with 20th Century 
Fox and Manoj Night Shyamalan has not been a 
runaway hit, but the 50:50, $57-million pro- 
duction ofthe sci-fi thriller The Happening was 
a first that has propelled Indian film-making 
into a new league. 

The Kishore Lulla-promoted Eros Interna- 
tional bought Shahrukh Khan's Om Shanti Om 
for a record Rs 76 crore last year, and rode the 
film to make it the highest grosser ever in Bolly- 
wood. To increase the Indian industry's interna- 
tional footprint, Eros and Sony Pictures have 
signed a non-exclusive production and distri- 
bution deal to market and make 5-6 movies 
over a two-year period. This integrated strategy 
has produced good results with the company re- 
porting a 35 per cent growth of net profits to 
$35 million for fiscal 2008 on a full-year rev- 
enue of $113 million. 





Gelebs Drive Television 
Almost mocking the downturn in the economy 
in recent months, the television industry has re- 
ported a record number of launches. The Hindi 
entertainment channels, which pull in the bulk 
of the ad revenue, have been leading the pack 
with the two time-tested formulae to win audi- 
ences: Bollywood stars and mythology epics. 
Colors, for instance, has Bollywood hunk 
Akshay Kumar anchoring its driver show, Fear 
Factor — Khatron Ke Khiladi, and has mana- 
ged a sizeable initial audience. To keep up the 
celeb quotient, it will launch Bigg Boss 2, mod- 
elled on UK's Big Brother show, with Big 
Brother heroine Shilpa Shetty as host. And Sony 
Entertainment Television (SET), earlier in the 
doldrums, has managed to gain some traction 
with Salman Khan's game show Dus Ka Dum. 
But these stars do not come cheap and some- 
times can exhaust almost the entire production 
budget of an entertainment channel. 


The Colour Of The Money 

However, the government's lack of clarity on 
foreign direct investment (FDI) in media plat- 
forms has discouraged investors and stymied 
growth. Unlike the telecom sector that allows 
for a maximum FDI of 74 per cent, the norms 
for media and broadcasting are complex. In 
print publishing and television news, the cap is 
26 per cent; in DTH broadcasting, 20 per cent; 
while in FM radio, it is not allowed at all. 

On the flip side, the movie industry has seen a 
cleaning out with better corporate planning 
and funding. The scene is shifting away from 
formula-hits, and well-told stories are making 
an impact. For instance, the film Taare Zameen 
Par, produced and directed by Aamir Khan 
based on the off-beat story of a dyslexic child, 
won hearts and was the fifth highest grosser 
with Rs 131 crore at the box office last year. 

Part of the better climate can be put down to 
more corporate sources of funding. The Vistaar 
Religare Film Fund, for instance, is on the point 
of closing a Rs 200-crore kitty. If we add the war 
chests of Network18 subsidiary, Indian Film 
Company's $100 million, UTV's $70 million 
and a few others, corporate funding could touch 
a billion dollars over the next two years. *Funds 
from suspect sources has almost dried up for 
Bollywood," agrees Sanjay Bhattacharjee, who 
is currently putting together a Rs 500-crore 
film fund lead-financed by ICICI Bank. 

With the media and entertainment industry 
expected to grow nearly three-fold to $30 bil- 
lion in 2012 from the current $13 billion, the 
film industry could well be the biggest gainer. 
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In a unique 
public-private 
partnership, 

the Rajasthan 
government has 
started two edu- 
cation schemes, 
Gyanodaya and 
Shikshak Ka 
Apna Vidyalay, to 
provide quality 
education to 
rural children. 
As part of the 
scheme, run in 
partnership with 
the Centre for 
Civil Society, the 
government will 
reimburse the 
education of 

50 per cent 
students in 
private schools, 
set up in remote 
areas, through 
vouchers. 





Travel Money 


by Janhavi Abhyankar 


India needs 
to leverage 
its heritage 
sites to 
boost 
tourism 


Tourists take the cow at 
Anjuna beach in Goa in 
their stride. India is yet 
to catch up with its 
Asian peers on invest- 
ment in tourism sector 


RESH from a tour of Egypt, 
Ganesh Prasad cannot stop raving. 
“I was taken back in time at the 
Pyramids,” gushes the 30-year-old 
principal associate of Amarchand 
Mangaldas. But it’s not just the 
Pyramids or the Sphinx that held him in thrall. 
Prasad is also mighty impressed with the man- 
agement practices adopted by the Egyptian 
tourism authorities. Monuments are well- 
maintained, special tourist police ensure safety, 
experienced guides hold advanced degrees in 
Egyptology ...a visitors entire experience is tai- 
lored to remain hassle-free and awe-inspiring. 

International travellers who shell out consid- 
erable sums of money to criss-cross the globe 
would settle for nothing less. However, despite 
being home to wonders of equal renown, India 
just does not measure up. 

Today, tourism accounts for 6 per cent 
(Rs 31,22,862 crore) of the nation’s GDP and 
provides employment to about 52 million peo- 
ple, according to World Travel & Tourism Coun- 
cil (WTTC). These figures look significant, but 
are minuscule compared to those of other coun- 
tries. According to WTTC, India’s investment in 
its tourism sector is a mere 0.9 per cent of its 
total budget, while Malaysia’s is 5.1 per cent, 











Singapore's 9.1 per cent and China's 3.8 per 
cent. In the process, tourism contributed to 13.2 
per cent of Malaysia's GDP, 8.6 per cent of Sin- 
gapore’s and 16.1 per cent of Egypt's in 2008. 

Egypt is a good case in point, with its govern- 
ment attracting foreign investment to boost the 
sector — the United Arab Emirates has invested 
$4 billion. Egypt’s law allows foreign tourism 
firms to operate in the country as long as they 
have a minimum capital of $560,000. In India, 
however, there has been little investment from 
foreign countries, with the exception of Japan, 
which has contributed to conserving Buddhist 
sites, chiefly in and around Bodh Gaya in Bihar. 

Also, unlike countries such as Italy, Britain 
and even Cambodia, we have consistently failed 
to leverage our historical sites to boost tourism. 
Take, for example, the 1,500-year-old Ajanta 
and Ellora Caves in the Aurangabad district in 
Maharashtra. “While the caves are wonderful, 
their maintenance is not,” says Hong Kong- 
based Harshvardhan Bhave, who visited the 
Unesco World Heritage Site last winter. Bhave 
recalls his guide was poorly informed and 
lacked good communication skills. Also, some 
caves were closed for maintenance, others 
without proper illumination, and still more 
were stinking. 


RO 
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Too Little, Too Often 

“The problem that Indian sites face is a lack of 
awareness among the general public and the lo- 
cal authorities,” complains Anita Rane, profes- 
sor of Ancient Indian Culture at St Xavier's Col- 
lege, Mumbai. A close second is poor govern- 
ment funding. This results in cutbacks in exca- 
vation activities and development of new sites. 
For example, there are beautiful caves near Jo- 
geshwari in Mumbai, but an expressway runs 
nearby and they languish amidst slums. 

And the tourism authorities sanction a mea- 
gre Rs 30,000-40,000 per site annually for 
conservation, adds Rane. According to her, lo- 
cals near a site need to be made aware ofthe po- 
tential benefits of conservation and tourism, in- 
cluding creation of employment opportunities. 

The Archaeological Survey of India (ASI), 
under the Ministry of Tourism, is the nodal 
body charged with excavation and conservation 
of heritage sites notified to its supervision. 
However, ASI Director General Anshu Vaish 
says that while looking after the monument is 
the onus of ASI, projecting it as a tourist site is 
not. While conservation is integral, the man- 
agement of tourist sites is a far more complex 
exercise. It requires infrastructural support and 
facilities such as accommodation and recrea- 
tional options. An effort in this direction came 
in the form of the 2002 National Tourism Pol- 
icy. It envisaged a framework within which the 
government helps create basic infrastructure 
and legislative environment for tourism devel- 
opment, while the private sector provides qual- 
ity products and active support services. 

The resultant fillip to tourism saw over 5 mil- 
lion foreign tourists visiting India in 2007, a 
12.4 per cent growth over 2006, according to 
WTTC. The first quarter of this fiscal year has 


already seen a 12 per cent growth in arrivals of 
foreign tourists compared to the same period 
last year. By 2020, WTTC estimates that 
tourism could contribute Rs 8,50,000 crore 
to Indias GDP, provided investments into the 
sector continue. 


The Best And The Rest 

However, there are many miles to go before In- 
dia catches up with China, which boasts 50 mil- 
lion foreign visitors each year. India attracts 
only 0.5 per cent or 5 million of global tourists, 
while outbound tourists from India is estimated 
at 8.5 million. Indeed, the recent World Eco- 
nomic Forum Travel and Tourism Competitive- 
ness Report ranks India 65th in the overall 
growth ofthe tourism industry worldwide. 

To address these issues, the Ministry of 
Tourism is approaching states to initiate 
tourism promotion, concentrating both on de- 
veloping new sites as well as conserving the her- 
itage ones. About Rs 650 crore has been allo- 
cated to develop sites in the current fiscal. 
Land banks to build hotels with public-private 
partnerships are also on the anvil. 

Apart from this, the Ministry of Culture's Na- 
tional Culture Fund, created in 1996, invites 
private parties to participate in the conserva- 
tion and promotion of sites. While its outcome 
remains to be seen, the Tatas have shown 
interest in promoting the Taj Mahal, and Indian 
Oil has come forward to support 4-5 sites across 
the country. 

In Italy, for example, at Pompeii, local bodies, 
students' and teachers' associations work to- 
gether to enhance and promote the place. The 
world is on the move. What are we waiting for? 
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REVENUE GATEWAY: 
The Karnak temple in 
Luxor, Egypt. Tourists 
flock to take in Egypt's 
heritage, in the process 
contributing 16.1 

per cent to its GDP 











STANDING OUT: 
Provogue’s retail 
infrastructure business, 
Prozone, has actor 
Fardeen Khan (second 
from left) as brand 
ambassador. Anil 
Kapoor, Salman Khan, 
Bipasha Basu and 
Celina Jaitley at a 
promotional event 


MOVES corporate 


ing The Fall 


Some companies 
defied the slowdown 
through distinctive 
business models 


LOWDOWN, what slowdown?” This 
is what the financials of Educomp 
Solution and its share price move- 
ments seem to be asking. While Nifty 
and Sensex posted flat returns be- 
tween July 2007 and July 2008, Educomps 
stock rose 26 per cent during the same period. 
Its profits grew 145 per cent in the financial year 
2007-08 and its June 2008 quarter results 
show no signs of slowing down. 

While fears of economic slowdown and infla- 
tion plague most businesses, there are other 
companies such as Educomp that are charting 
their own growth stories. Here BW looks at 
companies whose share prices have managed to 
stay in positive territory over a one-year period 
when indices have stayed flat or ended down. 
And, while for some it had to do with the indus- 








try they were in, for others 
it was their distinctive 
business model that set 
them apart from their 
peers, making them 
shareholders' favourites 
(see chart 'Outperforming 
Sectors' on page 62). 


Beating The Odds 

The business of educatior 
has thrown up surprises 
such as Educomp Solu- 
tions. The company has 
capitalised on the thrust 
that the government is 
giving to education, and 
operates right from the 


, kindergarten level to 
= . 

“ higher secondary. Its 
= business model involves a 


revenue-sharing format 
with state governments and providing technol- 
ogy-enabled solutions, which they call ‘smart’ 
schools. No wonder the company's market capi- 
talisation is today more than that of NIIT. 

With the company in the middle of a takeover 
battle (see ‘High Stake Boardgames’, BW, 18 Au- 
gust 2008), our top return giver, Zandu, has a 
unique story to tell. But it is a different story for 
the Rs 19,600-crore Adani Enterprises (AEL). 
"The transition from being a pure trading house 
to a diversified infrastructure play, focusing on 
fast-growing segments such as power and real 
estate, has driven AELS stock over the past 12- 
15 months,” says Amar Ambani, vice-president 
of research at India Infoline. The company’ 
consolidated profits for 2008 grew by 116 per 
cent to Rs 375 crore. Slowdown is certainly not 
a word in AELS vocabulary for now. 

Then, there are few fertiliser companies that 
top the return charts. Chambal Fertilisers & 
Chemicals, Coromandel Fertilisers and Nagar- 
juna Fertilisers. In the past, delayed payment o! 
subsidy and issuance of fertiliser bonds by gov- 
ernment — that traded at a discount in the mar- 
ket — had created hardships for the fertilise: 
companies. But now there are talks o: 
favourable policies and sops. But with the 
stockmarket on tenterhooks, fertilisers stock: 
have become a ‘defensive stock’ to be picked by 
fund managers. 

There have also been some unique corporate 
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Move corporate 


Beating The Bear Run 


There are no secular reasons for the sharp price rise among the top risers 


mand for coal and iron ore has created ot 
bellwether stocks in the market that are dire 
or indirectly connected to the sector. 

Take the case of Gujarat NRE Coke, a c 
pany in the business of manufacturing low- 
metallurgical coke used in steel manufactur 


i YoY* 
Weighted | Rise in wt. growthin growth in 
avg. price | avg.price —netsales net profit 


YoY* 
Weighted 
avg. price 
for July '07 








Zandu Pharmaceutical 
Essar Oil 

Adani Enterprise 
Gujarat NRE Coke 
Chambal Fert. 
Kohinoor Foods 

State Trading Co 
Mercator Lines 
Coromandel Fertilisers 
Sesa Goa 

Tata Powel 

Thomas Cook (1) 


Provopue (india) 


Monnet Ispat 
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quarters upto June '07; mostly un-audited figures Source: Capitaline Plus, BW research 


Sectoral Gains 


Out of 67 stocks that 
posted positive returns in 
the past 12 months, 30 
were in six sectors alone 


Industry No. of 
stocks 
Banking and 7 
financial services 
Fertilisers i 
Oil, gas & refineries 5 
Pharma 5 
Chemicals 4 
Metals & 


Note:- Returns were calculated 
on the basis of weighted average 
traded price on NSE of July 
2008 over that of July 2007 
Source: Capitaline Plus, 

BW research 


developments in the sector. “Chambal, in No- 
vember 2007, sold its food processing division 
to Temptation Foods and took deliveries of two 
Aframax tankers in April and June 2008 re- 
spectively, which should boost its shipping 
business going forward; says Ambani. Coro- 
mandel also merged financials of Godavari Fer- 
tilisers into its books in the year 2007-08. 

And while the retail sector grapples with is- 
sues of ‘downgrading’ and inflation, it is inter- 
esting to see retail player Provogue (India) re- 
main unaffected. “Provogue has outperformed 
because of positive developments in its retail in- 
frastructure business Prozone, says Dipen 
Shah, vice-president of private client group re- 
search at Kotak Securities. Prozone Enterprises 
has agreed to sell 27 per cent stake to Triangle 
India Real Estate Fund. 

Another company that seems to have had a 
smooth sail is the Rs 240-crore travel company, 
Thomas Cook (India). *It was acquired by 
Thomas Cook Group from Dubai Financial 
Group in March 2008, even as it continues to 
derive synergies from the acquisitions of LKP 
Forex and Travel Corporation (India), an in- 
bound operator, which has resulted in signifi- 
cant business expansion,” says Ambani. In De- 
cember 2007, the company signed a significant 
MOU with Japan's JTB Corp. 


Safe Sectors 

In a commodity-scarce world, sometimes being 
in a particular industry can boost a company's 
share prices considerably. For example, high de- 






“It is attracting positive sentiment becaus 
the significant rise in coke prices,” says Kot 
Shah. *The company has increased its capa 
to 1.25 million tonnes per annum (mtpa) in: 
quarter of 2008-09 from the earlier 1 mtpa 
time when coke prices have spiralled to $ 
per tonne from $400 per tonne in 20 
explains Infolines Ambani. 

Meanwhile, Sesa Goa has benefited fi 
doubling of iron ore prices. "It supplies iron 
primarily against long-term contracts and h 
strong customer base, says Gaurang Sl 
head of HNI client services at Geojit Financ 
Adds Ambani, *The company has ramped u 
iron ore production in the past four quart 
Kotak's Shah points out that global major: 
cently increased iron ore prices by 80 per ce 

Mercator Lines and Monnet Ispat have s 
lar stories to tell. *Mercator is a dry bulk s 
ping company with a significant exposure tc 
domestic market, which has benefited the c 
pany due to increasing imports of coal and 
ore, explains Ambani. *Its share price 
moved up in line with the rise in freight cha 
for both dry bulk and for crude carriers,” 
Kotak's Shah. Adds Geojit's Shah, *Mercatoi 
rives its revenue largely from long-term, fi 
rate contracts ranging from 11 months to 
years, which ensures revenue visibility.” 

Monnet Ispat, a sponge iron manufacti 
according to Ambani, has benefitted du 
surge in coking coal and steel scrap rises. M 
over, the company is going for forward inte 
tion by setting up an integrated steel makin 
cility and also venturing into setting 1 
merchant thermal power plant. 

Till a few months ago, it was the real e: 
stocks, along with a few others that were 
darlings of the investors and brokers alike. 
now times have changed. For the period 
2007 to July 2008, GMR Infrastructui 
among the worst 10 performing stocks fetc 
a negative return of 90 per cent. DLF, ano 
market favourite, has lost 25 per cent. Inte 
ingly, NIIT, an education stock like Educor 
also among the 10 worst performers with a 
ative return of 92 per cent. Other ma 
favourites at the bottom ofthe list are Su; 
Jaiprakash Associates and TV18 India. 

Of course, with the market being as un 
dictable as it is now, fortunes could reverse. 


With inputs from Abhishek Chowd 
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Preparing Leaders for the Globe 
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Post-Graduate Programme in 





Management (PGPM) 
* 


Post-Graduate Programme in 


Human Resource Management (PGP-HR) 
in collaboration with National HRD Network 


^ 
Post-Graduate Programme in 


International Management (PGP-IM) 
in collaboration with ESCP-EAP, France 


* 


National Management Programme (NMP) 


MDI - Ranked Consistently amongst TOP 4 B-schools in India 


Admission Procedure 

€ MDI uses CAT for short listing candidates for all the above 
programmes. 

€ Appear for the Common Admission Test (CAT) to be conducted by the 
IIMs on Sunday, 16% November, 2008. The last date for obtaining CAT 
bulletin from select Axis-Bank branches is 8" August 2008 and from 
IIMs is 13^ August 2008. 

€ \iMs have no role either in the selection process or in the conduct of 
the programme. 

€ Apply to MDI by filling in a separate application form for 
each programme. 

€ Foreign / NRI applicants can apply by submitting valid GMAT scores 
(taken not later than October 2008). NRI applicants residing in India 
during July-December 2008 will have to appear in CAT. 

€ Final selection will be based on the performance in the CAT / GMAT 
and subsequent group discussion/simulation exercise and 
personal interview. 


MDI Prospectus and Application form 

Available At: MDI Campus. Gurgaon or MDI Counter, Reception 
Lobby, IFCI Tower, 61, Nehru Place, New Deihi-110019 
(Tel. No. 26438471, 26434674). 


Select branches of Bank of Baroda (Please visit our website at 
www.mdi.ac.in for further information) 

Available from: 18" August — 12" November 2008 

Monday - Friday between 10:00 am — 5:00 pm 





Application Fee 

The MDI Prospectus and Application Forms are available on cash 
payment of Rs. 1600/- (including Application Processing Fee). Applicants 
wanting to obtain Application Form by post will have to send a crossed 
Demand Draft of Rs. 1,750/-. Foreign / NRI applicant can obtain the 
Application Form and bulletin by sending a Demand Draft of either 
US $100/- or Rs. 4,550/- or on cash payment of Rs. 4,500/- at MDI 
counter. The Demand Draft should be in favour of “Management 
Development institute" payable at New Delhi. Along with the 
demand draft, the applicants requesting for application forms by 
post should also send 2 self-adhesive stickers with their address 
and telephone numbers written thereon. The choice of programme 
should be written clearly on the envelope enclosing the demand draft. 
Prospectus once sold will not be taken back. 


Eligibility 


Minimum of 3-year Bachelor's degree or equivalent in any discipline 
recognized by the Association of Indian Universities / AICTE as eligible 
for Post-Graduate Studies in Management. 

Candidates completing all requirements, for obtaining the Bachelor's 
degree by 30^ June 2009 can also apply subject to furnishing evidence to 
that effect latest by 1* October 2009. 

Additional requirement for NMP: Minimum 5 years of post qualification 
executive (Class | or Officer Grade) work experience is also required. 
The last date for receiving completed filled-in application forms: 
14% November 2008. | 

For more information please log on to www.mdi.edu or www.mdi.ac.in 





MDI at a glance 


e 100% placement year after year 

e Average salary 2008 for PGPM, PGP-HR, PGPIM was 
Rs. 12.50, Rs. 11.29 & Rs. 11.88 lakhs respectively 

e Largest international exchange program in India 

@ Two out of every three students completes a term abroad 
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I see us as 

a nation that 
is a work 

in progress 
— a job half 
done or left 
half 


incomplete 





Total 
Reforms 


by rajeev chandrasekhar 


INDIA HAS ALWAYS HELD 
great promise. At the time 
of Independence, it had one 
of the largest foreign exch- 
ange reserves in the world 
and was responsible for al- 
most 2.5 per cent of global 
trade. But 45 years of a so- 
cialist economy, mixed with 
old-style crony capitalism, 
brought the country to near 
bankruptcy in the 1990s. 

Today, we are a trillion- 
dollar economy. The liber- 
alisation initiated in the 
early 1990s has sparked un- 
precedented growth, op- 
portunity and wealth cre- 
ation. Government revenues have doubled in 
the past three years, and consumer demands 
are rising at a rate faster than the economy’. 
And we are a nation of young people. 

While the statistical snapshot of India today 
is compelling, it is still difficult to get a fix of 
where we are as a nation. On one hand, we are a 
nation of confident professionals and entrepre- 
neurs. On the other, multitudes live in abject 
poverty. And while we have politicians who wax 
eloquent about a bright future, we also have 
governance deficit of a kind that makes you de- 
spair about our democracy. 

I see us as a nation that is a work in progress 
— a job half done or left half incomplete. 

A few weeks ago, I watched a stock analyst/ 
broker-type on one of the business channels 
putting a spin on the falling markets. His spin 
was that this was short-term, and investors 
should look beyond this because (get this!) the 
economy had structurally moved to the next 
level, therefore long-term growth was a given. 
This treatise has been bandied about a lot on 
the back of a deadly combination of rhetoric 
and euphoria, and we have come to believe that 
growth and prosperity is in some way our des- 
tiny, and will continue regardless. But as recent 
events have shown, this is wrong. 

India cannot be ‘completed’ just by the usual 


'reform' strategy of opening up to foreign inve- 
stment. Reform isn't just about private capital. 
There is much to be done systemically and insti- 
tutionally, if we are to get to a reasonable sense 
of prosperity and dignity for most, if not for all. 

The most critical issue that needs to be ad- 
dressed is our politics and governance. I have 
said earlier that our politics is crippling growth 
of institutions. There is no incentive to perform 
as there is very little public debate and recogni- 
tion of excellence in government. As proof, | 
point to the Padma awardees — while it in- 
cludes the usual friends of government (indus- 
trialists, journalists, etc), regulators, serving 
bureaucrats and PSU heads remain excluded. 
Does this mean there isn't anyone in govern- 
ment who does good work or is it just that there 
is no need to recognise them? 

The consequences are very glaring. Public 
spending is inefficient and institutionalises cor- 
ruption. Government programmes are like big 
black holes into which taxpayer money get: 
shovelled, ostensibly to eradicate poverty. The 
economy is still not competitive because of lack 
of true competition, presence of cartels, non- 
functioning regulators and a cosy government- 
corporate nexus. Despite ‘liberalisation, many 
parts of the economy remain closed to competi- 
tion in the name of politics. We are an uncom- 
petitive and high-cost economy due to the tran- 
sactions, red tape, compliance and litigation. 

These are the real structural changes to be 
tackled if we are to have a sustainable tryst witl 
our economic destiny. Unfortunately, in all o 
these areas, little has been done, including b: 
the current vaunted dream team at the helm. 

Finally, the people of a nation make the na 
tion. So, where are we as a people? What value: 
do we respect? Take the case of Field Marsha 
Sam Manekshaw — a man who symbolisec 
courage, integrity and selfless commitment. Wi 
did not hold a state mourning for him. No polit 
ical leader, except minister of state Pallam Raju 
attended his funeral. 

The armed forces remain one ofthe last insti 
tutions dedicated to duty to the nation. But th: 
finance ministry opposes pay hikes fo 
them. When companies walk away with doles 
concessions and payouts in a blink, are we as ; 
nation justified in reducing our brave forces t 
begging for a fair deal? As Kautilya, the grea 
political strategist, wrote to Chandragupta Ma 
urya centuries ago: ^The day the soldier has t 
demand his dues will be a sad day for Magadh: 
For then on that day, you will have lost all more 
sanction to be king” Is Dr Singh listening? 


The author is president of Ficci, and chairma 
and CEO of Jupiter Capit: 
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hii iss. vid energy eie us installe 
capacity of 8757.2 MW, and 160 more sites in 
13 states have been identified for further 
projects. Today, in terms of wind power 
installed capacity, India is ranked fourth in the 
world. With attractive investment options for 
private players, wind energy could help India 
beat the predicted global energy crisis. 





The growing 
realisation by India Inc 
that it must accept and 
fulfill its wider social 
responsibility has, ovet 
the past vear, 
translated into 
Innovative and 
sustainable corporate 
social responsibility 
programmes that are 
tied in with 





organisational goals. 


If they are sincere, 


initiatives by Last August, 
companies such as Hyderabad-based Dr. Reddy's 
‘Tata Tea (pictured Laboratories new experimental oral 
will not only help anti-diabetic drug, Dalaglitazone. 
contribute to the became the first molecule out of Indian 
creation of an labs to make it to Phase HI of eliaical 
educated and well- trials, the final stage of trials before 
trained workforce, but approval. This represents a significant 
will also hopefulh milestone for the Indian pharma 
. overcome the deep industry, and if the studies show positive 
= social inequities that results, it could be the first step towards 
= today threaten the the transformation of the country’s 
= socio-economic fabric copycat industry into an innovative onc. 
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The rate of growth of 
the entertainment and media sector in India is likely 
to outpace that of all other countries in the Asia- 
Pacific region in the next five years. And while a lot of 
this growth is fuelled by the digital media, the 
growth of the language press and television channels 
cannot be underestimated, if simply for its sheer 
sociological impact. Marketers, advertisers, media 
houses and political honchos can no longer aftord to 
'enore the new language dailies and television chan- 
nels being launched. Not only do they create access 
to new markets, but they also give readers and view- 
ers a platform that counters that of traditional elite. 
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EVETY MIC 0 ndia 
neighbours is a failed state according to Fori 
Policy magazine's Failed States Index. Althou 
political factors play a leading role, high povi 
levels and low economic growth are also responsibl 
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To boost growth in the least developed 


its neighbourhood, India, in a bold move, unilaterall 
excused their products from import duti 

duty cuts should be extended to other count: 1 
the region. It will not only help inter-state re 

but will also grow our neighbours economies 


will reduce the likelihood of South Asia slipp | int 
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anarchy and taking us with it. 


The capital 
aty of Delhi is leading the slow but 
steady public transport revolution 
that is taking place in the country. 
As part of the citys 2021 Master 
Plan, the Metro gives Delhiites hope 
for the future. Few public projects 
in India can boast of the 
construction and delivery standards 
set by E. Sreedharan and his men at 
the Delhi Metro Rail Corporation. 
Most importantly, the Metro 
continues to set high standards for 
cleanliness, on-time operation and 
passenger comfort. Also once 
Delhi's low-floor buses reach full 
strength, the city will have a 


MA 


comfortable and reliable public 
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transport service — all in time for 


AMIT 


the Commonwealth Games in 2010. 





RELIANCE KRISHNA-GODAVARI 
BASIN GAS FINDS: Reliance 
Industries has gas fields in the 
Krishna-Godavari Basin, and 
plans to start producing more 
than 80 million cubic metres of 
gas per day from it. The company 
also plans to supply piped gas to 
50 Indian cities. When 
implemented, this will radically 
change the energy mix in India. 
The share of natural gas will go 
up substantially from the current 
7-5 per cent. 


ECO CITIES: They have seemed like a 
good idea for a long time, but with the 
Kottayam-Kumarakom Ecocity 
Programme nearing completion, eco 
cities seem to be a more realistic concept 


| in India. Eco cities, which integrate 

| environmental conservation with the 
processes of urbanisation, are the way 
forward to achieving sustainability on a 
| grand scale 
| cities a lot more liveable. ds 
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Seriously Speaking 


GANDHI CHARKHA Cartoonist 





his acerbic eye 
on the state of 
the nation 
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Experiential Learning 
to unleash your full potential: 





After all, experience is the best teacher. 


For any company, its workforce is its most prized asset. But, are you as employees giving your best? 1 his CON NE 
Oilers you the Opportunity to connect with your inner selves, to unearth your hidden potential and to discover 
your talents. You will develop organisational insights, learn to deal with challenging situations, and will beable 
tO7ONGW the dynamics of business better. Enrol in this conference today, because ultimately your company’s 


success depends on you. 





Fourth international Group Relations Conference 2008 
September 14-20, 2008 at Kenilworth Hotel, Goa, India. 


Limited seats available. 


To register, please log on to www.businessworld.in BUSI nesswor ld 





To enrol as a participant or nominate your promising employees, please call: 
Delhi: Rajnish Gogia-9811 150228, Jaideep Dhagat-9811284069, Subhash Pandey-9899445105, Sanjiv Anand-9810403153. Kapila Sa 
Mumbai: Pradeep Gairola-9820155620, Sunil Gawali-9820245705. Banglore: Raja Mitra-9886019111, Prectinder Kaur-G7 3 
Chennai: R V Praveen-9884014966. Kolkata: Aniruddha Chatterjee-9903385226.Devasree Chadha-9831259146. Hyderabad: Amit Sinha) l 





Hottest New Brands 


(From left) Vijay Mallya, 
Lalit Modi, Shah Rukh 
Khan, Preity Zinta 

and Ness Wadia were 
the key players in the 
IPL launch 


S the last ball was being bowled 
during the final cricket match of 
inaugural Indian Premier League 
(IPL), team members of the Ra- 
jasthan Royals and Chennai Su- 
per Kings were on the edge. But 
not Lalit Modi, chairman of IPL and the brain 
behind the Twenty20 format league. For him, 
IPL was already a huge success — a brand 
worth a billion dollars — be it in getting fran- 
chisees, winning sponsors, having Bollywood 
stars add glamour or creating regional affinity. 
IPL’s crisp three-hour format also drew record 





25 AUGUST 2008 


television audiences — a TVR (television view- 
ership rating) of 9.8 for the finals compared to 
the average TVR of 5-6 for top-running soaps. 

Led by IPL, the past year has seen some of the 
most interesting and successful brand laun- 
ches. According to AdEx India, a media re- 
search company and unit of TAM, new brands 
are launched at the rate of almost one a week. 
From soaps, cars, soft drinks, fairness creams to 
cellular phones, there is always a constant battle 
for consumer mindshare. BW, in association 
with AdEx (for sourcing data), sifted through 
the list of top 150 brands, that spent the most on 
print and television advertising during August 
2007 to July 2008. We spoke to experts, and 
also created an in-house list. After collating the 
two, we arrived at a final list of the 10 most in- 
teresting new brand launches of the year (see 
‘Top 10 Brand Launches’). 


It was not just IPL that livened up our televi- 
sions. The recently launched general entertain- 
ment channel (GEC), NDTV Imagine, has man- 
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aged to marry entertainment with mythology to 
catapult itself to the No. 3 position among 
Hindi GECs. Then, there is the most talked 
about launch of the year — Nano, the small af- 
fordable car from the Tatas. Nano has managed 
to reinforce the salient attributes of the Tata 
brand — assurance, reliability, a sense of na- 
tionalism and value for money. And as far as re- 
branding exercises undertaken by corporates 
go, the lovable pug that smoothly hopped from 
the lap of Hutch to Vodafone stood out. 

But what are the broad branding lessons that 
can be learnt from these successes? “You cannot 
haphazardly launch a brand,” says Prasoon 
Joshi, executive chairman of McCann Erickson 
India and regional creative director for South & 
South-East Asia. “There has to be a philosophy 
behind it.” Rama Bijapurkar, a market strategist 
and expert in consumer behaviour, says, 
“Brands must have customer belief and convic- 
tion that the product adds value to my life and 
works better than other options. Amazing prod- 
ucts and clever advertising are not brands.” 

NDTV Imagine experimented with differen- 
tiated programming. It launched Ramayan, a 
mythology, during prime time when soap op- 
eras were ‘in’. Says Shailja Kejriwal, executive 
vice-president for content at NDTV Imagine, 
“Ramayan is multi-layered, multi-faceted, 
multi-dimensional... and this brand new daily 
version of the timeless classic has been inter- 
preted to cater to the taste of a modern India.” 
This has also led to the revival of mythological 
serials across GECs with its dubbed versions. 

Meanwhile, IPL’s success could not have been 
achieved without the efforts of its franchisees to 
promote their respective regional brands, the 
most profitable of which was the Kolkata 
Knight Riders (KKR). Here, the SRK (Shah 
Rukh Khan) factor reigns supreme. Three of its 
five sponsors — Belmonte, Tag Heuer and 
Nokia — are already endorsed by SRK. “SRK’s 
passion for the sport had manifested into a very 
clear directive with regard to the philosophy/ 
mission of the team, tenants of the team and the 
overall business plan,” says Karuna Badwal, ex- 
ecutive assistant to SRK, and key personnel of 
KKR. (The associate sponsor for KKR, The Tele- 
graph, is owned by ABP, BW's parent company.) 

Some of the other notable launches include 
Reliance Powers public issue, from the ADAG 
group, which came at the peak of the stockmar- 
ket cycle. A marketing success, it had its share 
of bad luck — equity markets crashed immedi- 
ately after the subscription period. Cipla i-pill, 
the emergency contraception pill, used heavy 
advertising to create awareness about a product 
category that had until now failed to sell in the 
country. Virgin Mobile livened up the telecom 


space by tweaking its product offering — it paid 
its users 10 paise per minute for incoming calls, 
an unheard of practice in the country. 

Among the FMCG companies, ITC hit home 
with the launch of Bingo potato wafer, Fiama Di 
Wills soaps and shampoos and, more recently, 
Vivel soaps and shampoos. But with signs of 
economic slowdown, it will be interesting to 
watch how FMCG companies manage their di- 
versified product portfolios. 


Same Wine, New Bottle? 

Besides brand launches, major rebranding ex- 
ercises took place last year — Hutch-Vodafone, 
HLL-HUL (Unilever), UTI-Axis Bank and 
Trinethra-More (post takeover by Aditya Birla 
Group). Also, the 111-year-old Godrej Group 
repositioned itself with fresh logos and a new 
business model. Ceat then gave away the Rhino, 
its age-old mascot, for a newer fresher look. 
Then, there were also Shoppers Stop, TV 18, Ba- 
jaj Electricals and many more. 

A rebranding exercise, as opposed to launch- 
ing a new brand, has a lot more at stake. And 
Vodafone cleverly used the popular Hutch dog 
to reassure its users of good things continuing. 
HLL to HUL (Unilever) rebranding was to ben- 
efit from global brand positioning of its parent 
Unilever without compromising on its local 
heritage. UTI Bank to Axis, while an exercise to 
save on royalty, was also an attempt to give in- 
ternational appeal to its branding. 

In a country where demographics are skewed 
towards the youth, it is perhaps no surprise that 
one out of three companies wants to reposition 
itself as a young brand. 


muthukumar.kailasam@abp.in 
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Top 10 Brand 
Launches 


Indian Premier 


Knight Riders 
Giplasi-pill 
Indian Cricket 
League —— 
DusKaDum — 
I] Vivel soaps and 
shampoos 


The brands were selected 
by BW, in association with 
AdEx. 






PLAYING IT RIGHT: 
ITC’s Bingo created 
ripples in the market 
last year with its innova- 
tive branding strategy 





AWAHARLAL Nehru would have 
been a depressed man if he were 
alive today. Under his guidance, In- 
dia witnessed the birth of world- 
class institutions such as the Indian 
Institutes of Technology (IITs) and 
the Delhi School of Economics. Today, higher 
education in India is in shambles. If a report 
card on the country’s overall education-based 
performance is prepared, India would show up 
as a student who is dull, capricious and persists 
in scoring low. 

For India to successfully compete with other 
superpowers, it needs a sophisticated know- 
ledge-based economy where its educational in- 
stitutions house world-class research facilities, 
scholars and scientists, and cutting-edge tech- 
nology. Today, it has none of these. Libraries 
are ill-equipped, laboratories decades behind 
the rest and classrooms in shoddy condition. 

Admitting the need to encourage research ac- 
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Teaching Standards 


tivity, B.B. Bhattacharya, vice-chancellor o: 
Jawaharlal Nehru University (JNU), says, “Ir 
India, funding for such projects comes mostly 
from the government, but it is not enough.” He 
feels that corporates should get into the act anc 
fill the financial void, like they do in the West 
While there is no alternative to governmen: 
funding in basic research, he says, companie: 
should fund R&D in specific areas such as bio: 
technology, pharmaceuticals and electronics. 
Some, however, see the utilisation rathei 
than the availability of funds as the main cul. 
prit. “There is no dearth of funds in central uni- 
versities, says Nivedita Menon, professor in po- 
litical thought at JNU. “Rather, there is a surfei! 
of money that goes into procuring scores ol 
physical fixtures such as computers, while nc 
thought is paid to the expansion of faculties.” 
This lack of competent, qualified faculty i: 
the biggest problem plaguing the system 
Menon says the problem is of transparency. Ap- 
pointments at all levels are made by confiden- 
tial committees that select candidates mostly or 
the basis of factors other than merit. Mukesh 
Chaturvedi, a professor at the Birla Institute o! 
Management Technology in Noida, puts it suc- 
cinctly: “Finding students today is easy; finding 
funds is easy; finding land is also easy; but it i: 
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very difficult to find suitable faculty.” The solu- 
tion, says Menon, is to reject the British system 
for an American one, where the process of selec- 
tion is in the public domain. Also, considering 
the pittance that faculty recruits get paid — an 
entry level reader gets an average Rs 12,000 per 
month compared to over Rs 1 lakh in the US — 
it is hardly surprising that most of our aca- 
demic talent is fleeing to foreign shores. 

Another problem is the inability of colleges to 
oring functional applicability to classroom 
teaching. Most graduate-level courses deal only 
with theory. From psychology to economics, 
‘here is no emphasis on internships or place- 
ments. "What will add further value is increased 
nteraction between the industry and acade- 
nia, says Sandeep Kohli, national director for 
1uman resources at Ernst & Young, who be- 
ieves Indian institutes are doing a good job. 
"This will ensure students are clued into the 
'hanging dynamics of the professional world.” 

Companies such as Ernst & Young and 
Google India recruited students from Delhi's 
Shriram College of Commerce earlier this year 
or jobs normally reserved for management 
rraduates, showing that oases of excellence ex- 
st despite our archaic curricula. 

Other factors behind the rot in education are 
opsided laws that inhibit the growth ofthe sec- 
or. Since education in India is considered soc- 
al service, only trusts and charitable instituti- 
ms are allowed to set up institutes. They cannot 
nake profits as per law. So there is often ‘crea- 
ive accounting' for the purpose of hiding inc- 
me. Sushma Berlia, president of the Apeejay 
itya Group and a former chairperson of Ficci's 
iducation Committee, says, “Education has be- 
ome an arena to make money unofficially" The 
olution, she says, is to allow private players as 
orporate entities with a cap on profits. 

Still, a profit cap means giving real powers to 
egulatory bodies such as the All India Council 





for Technical Education (AICTE) and the Uni- 
versity Grants Commission, which they do not 
have. Moreover, besides AICTE, there are at 
least 10 other councils that perform the task of 
regulation and the outcome is chaotic. 

Clearly, central and state governments are 
unable to act cohesively. Consequently, many 
are demanding that foreign institutions be al- 
lowed to come. This, while raising the bar in 
terms of quailty, will also help in preventing the 
flight of students to universities abroad. 

Though 100 per cent FDI under automatic 
route is allowed in the sector, top global insti- 
tutes are reluctant to come to India in the ab- 
sence of clear guidelines. As the law prevents 
them from setting up 100 per cent subsidiaries, 
joining hands with Indian institutes through 
twinning or linking programmes is the only al- 
ternative. Top institutes are reluctant to do this 
as they have a reputation to protect. 

Meanwhile, the Foreign Education Providers 
(Regulation) Bill has remained stuck in Parlia- 
ment for two years because of the Left’s opposi- 
tion. While they are no longer a political deter- 
rent, the government doesn’t seem to be in any 
hurry to try and pass the Bill. As a result we 
have a number of second-rung institutes that 
have tied up with Indian institutes. 

The success of IITs and IIMs is widely 
flaunted to demonstrate India’s potential. The 
reality, however, is that the majority of gradu- 
ates from these institutions achieve phenome- 
nal success abroad. Besides, these colleges ac- 
count for less than 1 per cent of the student 
population of over 30 million in India. 

“The shell must break before the bird can fly,” 
said Alfred Tennyson. If India is to fly in the 
next few decades, it will have to break the shell 
of encumbrances that hinder quality education 
for the 99 per cent that is being left behind. 








shalini.sharma@abp.in 
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NO ENTRY: Reputed 
foreign institutes, such 
as Cambridge (left) and 
the University of Yale, 
are reluctant to come to 
India in the absence of 
clear guidelines 





Caste Versus 
Leadership 
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Inclusion of 
the disparate 
caste 
segments in 
one civil 
society still 


remains 
unfulfilled 





by prakash ambedkar 


THE CONFLICT BETWEEN 
caste and national leader- 
ship has not been really 
recognised till today — and 
if it has been recognised, 
nobody has talked about or 
accepted it. This issue is 
bound to emerge as a dy- 
namic debate in the coming 
days. In fact, the religious- 
socio organisations should 
be leading the debate, since 
it is the Vedic religion that 
has brought about the 
social stratification — the 
division between the Vedic 
and non-Vedic. But it is 
these organisations that 
are at the forefront of sweeping this issue under 
the carpet. 

As the centre of power shifts from higher to 
lower castes, caste and leadership have become 
burning issues. I have no doubt that the present 
religious-socio differences, coupled with eco- 
nomic disparity, will ensure caste groups drift- 
ing away from each other. The fissures based on 
caste differences in society will develop into 
huge cracks as economic disparity increases. It 
is against this background that we have to ask 
ourselves: do we have a leadership that will 
build bridges? If not, is it in conflict with caste? 

To understand the nature of conflict between 
caste and leadership, we first need to under- 
stand what caste consists of. The common ele- 
ments found in all castes are: (i) a distinct cul- 
ture; (ii) a common God; (iii) a common code of 
conduct; (iv) a common legal system; (v) a chief, 
commonly known as mukhiya; (vi) a historical 
background; (vii) a distinct language; and (viii) 
a feeling of fellowship with one's kin. Caste is 
one of the strongest markers of identity when 
compared to gender, class, geographical terri- 
tory or, at times, even nationality. 

Another question is: what does a nation con- 
sist of? The concept of a nation revolves around 
the same concepts as caste, with the additional 
factor that it has national boundaries and a po- 
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litical system to guard its sovereignty. Guarding 
sovereignty needs leadership. And national 
leadership involves universal acceptance. 

The situation in the country is fast reaching a 
point of conflict between the leadership of the- 
mukhiya and that of the nation. In fact, it would 
not be an exaggeration to state that true na- 
tional leadership does not exist in our country 
at present. The situation of conflict that I am re- 
ferring to is in actuality a conflict among 
mukhiyas of various castes. 

In a new development, mukhiyas are joining 
hands with each other to form a majority. The 
alliances are based on the old fault line of the 
Vedic and non-Vedic. This division is evident in 
the way women are looked at within the various 
caste groups. In a Vedic society, women are un- 
safe in the family, and safe in society. And it is 
the reverse for women in a non-Vedic society. 
This situation prevails as the division is based 
on the hierarchy of caste. 

This distinction is illustrative as a Vedic soci- 
ety leads to a life of exclusion, and a non-Vedic 
society leads to a life of inclusion. The ‘non- 
Vedics' are at present known as Dalits. The bar- 
rier of exclusion erected by the Vedic society 
was demolished by B.R. Ambedkar with the in- 
troduction of the Hindu Code Bill. The Bill 
granted freedom to Vedic women who, in turn, 
used it to impose this freedom on non-Vedic so- 
ciety, and make it a part of the new social order. 

The non-Vedic communities, whose exclu- 
sion from politics was decreed by the Vedic soci- 
ety, entered politics through constitutional 
democracy and the system of reservation. Tho- 
ugh manipulating exclusion has been dented 
today, inclusion of the disparate caste segments 
in one civil society still remains unfulfilled. This 
process of inclusion is not a simple process, as 
reflected in the recent issue of reservation in 
professional courses. Both sides want to impose 
their will, and it is leading to a conflict. This is 
reflected in the present situation, too. When a 
Dalit was proposed as prime ministerial candi- 
date, one of the all-India parties backed out. 
This conflict is reflected in all other areas, too. 
More particularly in the economic sphere by 
way of privatisation, which is depriving the Dal- 
its of their due share of the economic fruits. 

Thus, today we have a leadership of the 
mukhiyas who are against each other and 
mainly interested in protecting their own 
flocks. I don't see any mukhiya developing into 
a national leader. "Thy cursed India, thy shall 
not be united.” Will these views expressed by Dr 
Ambedkar come true? 


The author is the grandson of B.R. Ambedkar 
and leader of the Bharip Bahujan Mahasangh 
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Wr. Raj Kanwar. A family man with four dependants, an aged mother, wife and a school- 
wing child. Being the only earning member of his family, he earns Rs. 10,000 per month. 
"e has XYZ Credit Card but is unable to repay the dues. He now receives calls from 
covery agents and lawyers. 


his is typical of many consumers today. Irresponsible use of credit facilities and a relative low 
wareness of the workings of sophisticated financial products have made such situations 
common. Most people do not plan their spending. They do not save for rainy days and 
nforeseen situations as medical expenses, marriages, education, and maintenance of 
roperties, loss of job or losses in business. 


K the modern financial world, consumers desperately need Financial Counselling. It is 
palling to note that a major portion of disposable incomes are used by many to repay debt. A 
rge percentage of credit card holders owe more than about 20 to 25 per cent of their annual 
acome. With such startling statistics, education and awareness is needed, particularly for the 
allowing issues: 


Budgeting and saving 
Choosing, using and repaying credit like housing, auto, personal loans and credit cards 


Modern products introduced by banks and financial institutions e.g. Debit Cards, Demat 
accounts, Mutual Fund products, etc. 


NDIAN SCENARIO 

"any consumers look resourceful and prosperous. Starting their adult lives with a healthy 
nancial status, they end up in a financial mess a few years down the line. Even household 
avings are relatively low. Consumers don't analyse their repaying capacity before borrowing. 
hey are often caught in debt traps and the resultant follow ups by banks and financial 
istitutions for recovery, looks like harassment. Instead of apportioning their incomes to meet 
uture/emergency expenses, they end up with multiple loans for housing, automobile, 
ousehold appliances, furniture, holidays to foreign locations and thus, live beyond their 
veans. Their hidden pride does not allow them to admit their ignorance in financial 
Yanagement. Many consumers feel it is wasteful to spend precious time in investment 
ecisions, which should be left to the experts. They simply sign documents at the places 
1arked without attempting to read their contents or understand what they are signing. The 
xcuse of lack of time often causes ineffective and poor financial decisions. Many a time they 
re ashamed of seeking help to manage their finances. 


IISHA FINANCIAL COUNSELLING 

;ICI Bank has established their financial counselling centre, DISHA with the objective of 
icreasing awareness about financial products and services and promoting better 
nderstanding and decision-making. Part of their Corporate Social Responsibility activities, 
ISHA provides free counselling, financial education and debt management services to 
onsumers, irrespective of whether they are an ICICI Bank customer or not. 


ISHA, managed by seasoned retired bankers of commercial banks and Reserve Bank of India, 
; already present in Ahmedabad, Chennai, Delhi, Hyderabad, Kanpur, Ludhiana and Mumbai. 
MS DISHA <city> to 53030 for address or visit www.dishafc.org details. 
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How is DISHA related to ICICI Bank? 

The Disha Trust has been setup under the aegis of 
ICICI Trusteeship Services Limited. It is a Corporate Social 
Responsibility initiative. These centres have been established 
across the country for providing free credit counselling, financial 
education and debt management services to consumers. 


Why did ICICI Bank decide to setup DISHA? 

The bank realised that there was an increase in personal 
consumption in the country over the years and also unexpected 
developments affect the people. As a result, they have to strain 
themselves financially to meet their obligations. Setting up Disha 
was the perfect solution: wherein one-to-one counselling and 
financial advice could be offered to customers. 


Do | need to be an ICICI Bank customer to avail of these 
services? Is there a cost attached? 

No. This is a free-service available to everybody and anybody in 
need of it, even to customers of other banks. 


What is DISHA? How can | learn more about DISHA? What is 
the website address? 
DISHA Financial Counselling centres offer one-to-one 
counselling and financial advice ‘free of cost’ to all customers. 
The three broad services offered are: 

1. Financial Education 

2. Credit Counselling and 

3. Debt Management 
Guidance on proper use of consumer credit and basic money- 
management skills such as savings, budgeting along with tips 
on using credit responsibly is what visitors to these centres 
can expect. Detailed information can be obtained from 
www.dishafc.org or by visiting any one of our centres. 


How will DISHA benefit me? 

Disha will benefit the public by increasing awareness about 
financial products, thus promoting better understanding and 
informed decision making. The centres will assist consumers 
through a personalised approach to financial education, credit 
counselling and debt management. 


Does DISHA have a helpline/phone number? 

At the moment, DISHA does not have a help line or call centre 
number. But centres have local telephone numbers that you can 
call to reach and speak with our counsellors. Alternatively, 
sms DISHA to 53030 and the Disha counselors will call you back. 


Are you selling anything at DISHA? Do you sell ICICI Bank 
products at Disha? 
No. 


Do you offer loans at Disha? Will you help me by lending me 


money? 
No. 
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IN THE FAST LANE: 
Corporate India's 
investment in sports 
is beginning to 

reap succes 
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ALENT without opportunity is 
nothing, and opportunity does not 
come cheap. In 1920, it took Tisco 
Chairman Dorab Tata’s initiative 
and money to send an Indian team 
to the greatest show on Earth, the Olympic 
Games for the first time. Eighty-eight years 
later, India’s quest for the elusive first individual 
gold medal finally ended at Beijing, with Abhi- 
nav Bindra, 24, winning the 10-metre air rifle 
event. To get there, his family spent lakhs of ru- 
pees on his training and participation in global 
events since he was teenager. Bindra also recei- 
ved over a million dollars for training from steel 
tycoon L.N. Mittals Mittal Champions Trust. 

The trust has also funded the Olympic prepa- 
rations of five other Indian athletes, including 
boxer Akhil Kumar, badminton player Saina 
Nehwal and swimmer Virdawal Khade. 

The quick success of Mittal's trust might spur 
more Indian billionaires to invest money in pro- 
moting sporting excellence in India. “Money 
makes a big impact on sports; says Anirban Das 
Blah, CEO of Globosport, which also manages 
the Mittal trust. “The only way to produce world 
champions is to invest whatever it takes.” 

The good news is, it’s beginning to happen. 
Apollo Tyres is investing Rs 100 crore in identi- 
fying and nurturing tennis talent with the mis- 
sion of producing an Indian Grand Slam cham- 
pion by 2018. The Bharti Group has also 
committed Rs 100 crore to create training and 
global exposure opportunities for boys between 
eight and 18 years to build a national foot-ball 
team that could play the 2018 World Cup. 

In the glamour sport of motor racing, a rela- 
tively humble JK Tyres has been rendering yeo- 








Rich companies must 
step in to produce 
world champions 


man’s service. It has been supporting young rac- 
ing talent in India for a decade now, and has 
produced many international racers, including 
Narain Karthikeyan, Karun Chandhok and 
Aditya Patel. However, to produce a world 
champion, richer companies have to step in, 
which is not happening yet. Patel, who is cur- 
rently ranked 8th halfway through the BMW 
Asia Pacific circuit, believes that he could finish 
the season among the top five if he could find 
additional sponsorship for more preparation. 
“My sponsors, mainly JK and Amaron, have 
provided me 70 per cent of the Rs 1 crore I need 
to compete, but the rest is proving hard to come 
by as the companies I approached say they do 
not have budgets for motor sports,” he says. 

What uninhibited corporate funding can 
achieve for a country's sports has been demon- 
strated by the Indian Premier League (IPL). 
The big money put up by companies and bil- 
lionaire individuals — $67-112 million for a 
team — has created the best-paid cricketing 
jobs in the world. The top cricketers in the 
world now want to play for IPL teams as much 
as they want to play for their countries. It has 
also deepened the market for cricketing skills in 
the country, boosting the sport. "Before IPL, 
only 20-25 Indian cricketers could hope to 
make a decent living from the game, and now 
IPL has expanded that pool to a hundred; says 
Sundar Raman, CEO of IPL. 

But spare a thought for Indian hockey. 
Shockingly, for the first time since it made its 
debut at the 1928 Olympics, an Indian hockey 
team has failed to qualify for the Games. Aus- 
tralian hockey legend Ric Charlesworth be- 
lieves the only way for Indian hockey to regain 
the pinnacle is through private investment and 
control. That is exactly what Mittal's foundation 
did to help its chosen athletes, and the result 
has been almost instantaneous. It is time 
money was given its due in Indian sports. 


feroz.ahmed@ abp.in 
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THE CRUCIAL ROLE OF SMES CANNOT BE DOWN PLAYED GIVEN THE FACT 
THAT IT HAS BEEN HELPING CREATE EQUITABLE GROWTH AND WIDESPREAD 
EMPLOYMENT, AND IT IS TIME THAT THE FORMAL FINANCING SECTOR 
FINDS WAYS FOR GRANTING GREATER ACCESS TO FORMAL FUNDING 


Small and medium 





mong the biggest engines driving 

growth in India are the small and 

medium enterprises (SME) which 

typically are categorised as single- 
person enterprises with turnovers of under 
Rs. 50 lakhs to listed companies with over 
Rs. 50 crore turnover. The bulk of SMEs 
operate in the manufacturing sector and 
many exist within the priority sector. But 
some go beyond the priority sector and the 
SSIs and occupy wider business spaces, 
ranging from traditional industries such as 
textiles, jute and jewellery to auto ancillary 
and component manufacturers, to service 
enterprises such as road transporters, 
couriers, traders and professionals of 
various kinds. As a class, however, SMEs 
have always tended to grow faster than 
the overall economy which is especially 
true post the 1991 liberalisation. 

A study commissioned by the World 
Bank (Financing Firms in India by Allen, 
Chakrborty, De, Qian, Qian), reveals that 
the sales of average Indian firms grew at 
an impressive CAGR of 10.9 per cent 
between 1996-2005 while average SME 
sales grew at over 13 per cent during the 
same period. This held true for both 
manufacturing and service sector SMEs. 

This trend confirms longer-term 
estimates that suggest that SME growth 
has consistently beaten that registered by 
larger firms. In fact, during 1990-2006, 
SMEs grew at sales CAGR of 13.1 per cent 
compared to a CAGR of 8.5 per cent for the 


enterprises driving growth 


. This could be for reasons like financials 


average large enterprise. Similarly, asset 
creation was much faster in SMEs. 

By definition, SMEs are individually 
small. But in aggregate, SME is also a bulk 
employer. Outside agriculture, the largest 
share of the labour force is employed in 
SMEs with over 27 million working in 
about 12 million SSI units. Between 35-40 
per cent of India’s exports are produced by 
SMEs and over 35 per cent of all 
manufacturing comes from SMEs. 

SMEs have widely varying corporate 
structures and ownership patterns. The 
regulations and policy guidelines vary 
from activity to activity and state to 
state. And the requirement for capital also 
varies with the respective labour and 
capital intensity of the activity. The biggest 
growth constraint for them is usually lack 
of access to capital and this is a global 
problem. According to the World Bank's 
estimates, only about 12 per cent of SMEs 
accessed bank capital in the form of loans 
or raised money by public offering of 
equity. Not more than 25 per cent of 
annual SME capital needs are met through 
formal institutional access to capital. Most 
SMEs instead tapped informal sources such 
as capital contributed by family or cose 
associates. Most also relied heavily on 
trade credit to fill a large proportion of 
working capital needs. 

In many instances, SMEs find it difficult 
to qualify to meet the normal lending 
norms of banks (or SEBI norms for IPOs). 
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being sketchy and unreliable hampering 
reliable credit risk assessments; auditing 
standards being lax make it difficult to 
independently verify cash flows; and such 
businesses are usually owner- driven 
which takes into account the individual's 
reputation rather than the business aspect. 

Also while liberalisation has enabled 
many small businesses, it has exposed 
them to competition to the global biggies 
who have better access to capital and 
economies of scale are in their favour. 
In many cases, the enforcement of WTO 
and GATT norms has made competing 
imports cheaper and at the same time, 
led to the withdrawal of export subsidy. 
Compounding this, are the interest rate 
hikes and rising inflation. Some 9 per cent 
of SMEs have been categorised sick and 
although the overall sector continues to 
grow quickly, there is a high mortality rate. 

Given their crucial role in creating 
socially-equitable growth and widespread 
employment, it behoves the formal 
financing sector to find ways of ensuring 
SMEs gain more access to formal funding. 
A certain amount of policy support exists 
via the concept of priority sector lending 
but many SMEs fall outside this ambit and 
outside the strict definition of SSI. The 
Small Industries Development Bank of 
India (SIDBI) is a specialised financial 
institution created by the government of 
India for financing and promoting growth 


B ecause 


small businesses 


shouldn't be 


estricted by 


credit limits. 





Factoring - Funding small businesses, fuelling India 


India is on a growth curve. 
A significant contributor to this 
growth is the SME sector. By being 
part of the value chain of leading 
lights of corporate India, SMEs 
contribute towards making India 
a global manufacturing hub. 
Conventional bank finance often 
bypasses SMEs because of certain 


quirks in the system. This is where 


factoring (and GTF) steps in. 
Without much paper-work or any 
collateral, we provide flexible 
limits for the growing appetite of 
emerging India. Overnight. 
Innovative working capital 


finance for an innovative India 


CHO 


Global Trade Finance Limited 
A State Bank of India Group Company 


th Floor, Metropolitan Building, Bandra-Kurla Complex, Bandra (E), Mumbai - 400 051 Tel : +91-22- 30440300 Fax : +91-22-6694 6099 





in the small scale sector. Many State 
Finance Corporations (SFCs) are state-level 
financial institutions created for financing 
and promoting SSIs. 

SIDBI is a useful nodal institution for 
funnelling finance and it has been 
supported by the World Bank with a US$ 
120 million (Rs. 5 billion/Rs. 500 crore) 
loan. Seven banks have tied up with SIDBI 
to smooth the flow of venture capital, 
create credit rating agency for SMEs, etc. 
SIDBI has taken a lead in promoting 
venture capital funding. It has helped set 
up 16 State level/Regional level funds; set 
up a National Fund for IT with a corpus of 
Rs. 1 billion and launched a SME Growth 
Fund of Rs. 1 billion corpus. The SME 
Growth Fund would focus on units in 
pharma, biotech, light engineering, 
software, etc. The SME Growth Fund 
corpus may be enhanced to Rs. 5 billion 
(Rs. 500 crore). 

But the sector remains under-served 
by commercial banks, which are missing 
out on a market estimated at about 
Rs. 1,000 crore (Rs. 10 billion) per annum. 
The commercial opportunities for SME 
lending are considerable and it could be a 


win-win situation for banks that 
aggressively wooed SME business. 
Factoring is another important 


mechanism which can help SMEs tide over 
their cash requirements, which means that 
the seller can have instant access to its 
earnings. Sellers then do not have to wait 
for the usual long period to get paid by 
their buyers. This helps SMEs to have a 
healthier cash flow which can help them 
accelerate their growth. Manufacturing 
and trading companies are the two main 
types of industries that can mostly benefit 





from factoring. However, organisations like 
Global Trade Finance Limited tailor specific 
facilities to cover export of the services like 
advertising, solicitors & legal firms, 
architects, medical firms, construction & 
engineering contracts and software clients. 
A number of myths retard the interest 
of banks in the sector. 
MYTH#1: Assets contribute major 
portion of SME-related bank profits 
Truth 
a Despite the focus on lending, deposits 
generate most SME profits 
= Banks must focus on deposit generation 
a Small business lending should enhance 
or support the deposit relationship 
m Cash Management Services a key 
product requirement 


MYTH #2: Brick and mortar support 

mandatory for developing SME business 
Truth 

m According to Swedbank, Sweden, 40 


per cent of SME clients use tele banking 


while 35 per cent use net banking 

= Wells Fargo - the largest US-lender to 
SME employs non branch-based, out- 
sourced delivery and centralised hubs 
for credit operations and servicing 


MYTH #3: SME business is not profitable 
Truth 

m |n the US it has been noted that SME 
banking business is third after insurance 
and consumer durable and return on 
equity is the highest at 35 per cent 
However it's important to realise that 

SME require different treatment from 

corporate clients. Instead of using credit 

ratings to set loan pricing, SMEs are best 

serviced through standardised products 


GTF: LEADING THE FACTORING BUSINESS IN INDIA 


based on collateral and with personal 

banking services bundled into the 

package. 
Banks can play their part in the 

following ways: 

= By collection of authentic data on SMEs, 

m Educating and enabling SME to 
generate reliable financial data 

w Rolling out suitable risk models for 
different SME segments 

m Building relationships to monitor SME 
accounts and be supportive to their needs 
The following institutional changes 

would also help promote the segment: 

m Formation of Credit Rating Agencies 
exclusively for SMEs 

= Extending Credit Guarantee Fund Trust 
for SSIs to cover more SMEs 

= Mandated flow of information between 
banks | 

= Specialised insurance products for the 
segment 

m Suitable framework for Venture Capital 
Funding 

= Creation of Data Bank for authenticated 
information on SME segments 

m Involving NGOs, with successful record 
in micro management 

s Introduction of tax or other incentives. 

m Creating a framework for FDI flow for 
SMEs 

= Encouraging other financial intermedi- 
aries like NBFCs 
The entire SME sector in all its flavours 

can be categorised as a high-risk, high- 

growth opportunity for financial players. 

Robust risk management systems and 

imaginative approaches are required to 

manage the specific risks and service the 

specific needs. But the payoffs could be 

quite substantial. 








Global Trade Finance Ltd. (GTF) which started business 
operations in October 2001 has emerged as a leading player in the 
export and import factoring business in India. It is today, a market 
leader with 96 per cent share in import factoring, 86 per cent in 
export factoring, over 88 per cent in international factoring with a 
SME client base of over 51 per cent. State Bank of Indias acquisition 
of 91 per cent stake in GTF has improved its credit rating helping 
GTF to offer better client services. Its managing director and CEO, 
Arvind Sonmale is responsible for the success of GTF and has 
achieved a turnover of Rs. 111237 million in FY 2008 which 















represents a growth of 1276 per cent and a CAGR of 92.6 per cent 
making it the fastest growing NBFC in India, besides one of the 
fastest growing companies in the world. Innovation drives business 
at GTF and it has successfully developed a client access module on 
its website wwwetfindia.com which offers e-loans to SSIs at the 
click of a mouse. SMS alerts are also being used for quick delivery of 
information keep to their clients. As recognition for its innovative 
strategies, Factors Chain International (FCI) has awarded GTF the 
prestigious ‘Best Marketing Promotion Award. GTF is the only 
company from India to secure this award. 
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With Business loans that respect your 
soaring ambition and inner pride. 


Entrepreneurs, Traders strengthen your business prowess. With financial backing from Union 
Bank of India. Presenting Union High Pride, a line of credit, at competitive interest rates and 
flexible terms to fulfill your Working Capital and term loan needs to soar high on your 
business aspirations. Avail loans from Rs. 5 crores to Rs. 25 crores. We provide fast delivery 
with utmost respect for your ambition and pride. Union Bank of India's Union High Pride, 
A gateway to your accelerated growth. 


Other facilities include: =» Multi City cheque facility s Cash Management Services at attractive terms 


Conditions apply 


Many more customized solutions for SMEs 


Toll free: 1800 22 2244 | www.unionbankofindia.co.in 
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A What About Values? 


India's ties with 
rogue regimes is a 
worrying aspect of 
our foreign policy 
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AWAHARLAL Nehru, India’s first 
Prime Minister, saw India as a “moral 
and stabilising force” for the world. 
For decades, India upheld his ideal- 
ism and opposed rogue regimes such 
as South Africa’s apartheid government. 

But with the Soviet Union’s collapse and in- 
ternal economic upheaval, principles have 
given way to pragmatism. Today, rather than 
cut ties with rogue regimes such as Sudan 
and Myanmar, India invests in their 

economies. G. Parthasarathy, a former 

diplomat and visiting professor at the 
Centre for Policy Research in Delhi, be- 
lieves this is because India’s policymakers have 
matured. “We see the world as it is rather than 
as wed like it to be,” he says. 

Pragmatism aside, India’s investments in 
rogue regimes are incompatible with the coun- 
try's desire for greater responsibility in bodies 
such as the United Nations Security Council 
(UNSC). Comparisons with China — which 
openly supports questionable leaders such as 
Venezuelas Hugo Chavez and Zimbabwe's 
Robert Mugabe as well as governments in Sudan 
and Myanmar — are now common. *Much has 
been written on China's support for Myanmar, 
but fewer articles have focused on India's sup- 
port for [the] junta," writes L.M. Cummings, a 
researcher at the University of Hong Kong. 

When Myanmar’s democratic parties, led by 
Aung San Suu Kyi, were barred from govern- 
ment despite winning the 1991 election, India 
lent them support. This angered the ruling mil- 
itary dictatorship, which opened up to China. 
The generals also stopped fighting insurgent 
groups such as ULFA (in Assam), which fre- 
quently used Myanmar to hide from Indian 
forces. These events forced a strategic re-think 
around 1998. India's new strategic neighbour- 








hood stretches from the straits of Hormuz in 
the Gulf to the straits of Malacca off Indonesia 
— to access oil and counter China's Asian push. 

Myanmar, with its vast oil reserves, suddenly 
grew in importance. So, India built roads and 
ports there that went deep into South-east Asia. 
In return, Myanmar gave India exploratory 
rights for gas fields and its military routinely at- 
tacks insurgent bases within Myanmar. Also, 
India's Ministry of External Affairs says that 
Myanmar has assured it that “it would not allow 
its territory to be used by any third party (read: 
China) against the security interests of... India”. 

Ties with Sudan are more difficult to explain. 
Recently, President Omar al-Bashir was in- 
dicted by the International Criminal Court for 
war crimes and genocide in Darfur. However, 
state-governed companies such as ONGC and 
Bhel continue to invest there. Alka Mittal, 
ONGC' head of HR and CSR, says that while 
ONGC alone cannot do much about Sudans in- 
ternal politics, its investments could promote 
economic development. ONGC has already in- 
vested well over $1.5 billion, while India has ex- 
tended loans up to $350 million to Sudan for 
projects undertaken by Bhel. 

Because of such deals, some observers argue 
that India is losing its Nehruvian principles at 
the wrong time. “India’s values, which held for 
50 years under difficult circumstances, in- 
creased its credibility as a peaceful nation; says 
Tobias Engelmeier, a German, whose doctorate 
focused on the use of India's values to define its 
foreign policy. “Just as these values have become 
useful, you ironically want to shed them." 

Parthasarathy has a different opinion. "The 
truth is, democracy cannot be exported. We can 
provide capacities to develop democratic insti- 
tutions. But we're not in the business of export- 
ing democracy” Meenakshi Ganguly, of Human 
Rights Watch, disagrees. “No country should 
walk away from its responsibilities as [ part of 
the] international community; she says. 

Benin Mwangi, a US-based credit analyst 
and social entrepreneur, feels that India can 
gain from making socially responsible invest- 
ments. “The residual effect could be much 
stronger PR for India and a possible erosion of 
China's gains into Africa; he says. 
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‘Gaver ^E ouest comment 


A poetic take 
on the 
nation, its 
aspirations, 
tribulations, 
and its people 


The author is 
Chairman (Asia 
Pacific) for McCann- 
Erickson and 

also a lyricist and 
scriptwriter 





The Search Within 


by prasoon joshi 
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Who 






Which dream is this, that is unfolding 
Whose blood is that boiling 

Whose breath is that full of fire 

Whose steps are faltering but holding 
Words that are smouldering 

Heart beat that is emboldening 

Whose steps sound like an army marching 
Who is this awakening 

Whose thirst is to drink a river 

To tell the truth yet deliver 

Whose wounds strike a melody 

Intensity that melts an eternity 

Whose shade is as magnificent as sunshine 
Whose blood thick, soup like 

Who is this with bones in his lips 

With words fixed and crisp 

Who is this moving on even in his sleep 
Let me look within 

Is this impudent one me? 

The turmoil and rousing is in me perhaps 
Self belief is what I am discovering 
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NDIA may have the largest number of 
poor people in the world, but when it 
comes to wasting farm produce, India c 
again tops the list. Last year, a Rabo 
Bank study found that India wastes Rs » 
58,000 crore worth of fresh produce a è 
year. And while a country such as the US * 
processes up to 80 per cent of the produce, the , 
figure for India is a lowly 2 per cent. If Indian 
farmers and firms master post-harvest manage- 
ment, India could become one of the power- 
houses of the global food processing industry. 
Meanwhile, modern food processing tech- 
nologies are quietly and radically changing 
what and how we eat. Tomorrow's processed 
food would be healthier and more nutritious, 
would last longer and taste better. In fact, the 
industry will fabricate foods that never existed 
before, using technologies such as nanotechnol- 
ogy and biotechnology that will utilise less wa- 
ter and energy, and make food cheaper. Í 
At the moment, however, when it comes to 
planning about food, planners generally think 
about increasing agriculture production. They 
focus on how new transgenic and hybrid vari- 
eties can offer insect resistance, high nutrition 
and drought tolerance. While these are impor- 
tant, focusing on agriculture alone cannot 
tackle India’s — or any country’s — demand for 
food. “Increasing productivity is necessary, but 
not enough to maximise the benefit from agri- 
culture,” says Syed Rizvi, professor at the Insti- 
tute of Food Science at Cornell University in the 
US. “Food and agro-processing technologies 
must develop in tandem with agriculture.” 
A well-evolved food processing industry can 
do several things for a country’s food security. 
First, it increases the value of the produce. For 
example, converting wheat to bread increases 
the value by at least 10 times. Second, it in- 
creases the availability of food throughout the 
year. Third, it serves as a buffer to fluctuating 
India wastes Rs 58,000 food prices. And finally, processing improves 
crore worth of produce the nutritious value of food, a fact of vital im- 
a year, according portance to a country such as India where 40 
toastudy percent of children are undernourished. 
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Take for example, food preservation. Despite 
being one of the oldest areas in the food pro- 
cessing industry, it continues to be a hot area of 
research. A simple and old technique such as 
pasteurisation has undergone many changes, 
with food processing companies experimenting 
with techniques such ashigh-pressure pasteuri- 
sation, microwave pasteurisation and electro- 
chemical pasteurisation to increase quality and 
shelf life while reducing costs. Another old 
technique, dehydration of food, is also undergo- 
ing rapid technology changes. For example, de- 
hydration techniques have already revolu- 
tionised the potato industry in developed 
countries, but Indian farmers waste enormous 
quantities of potatoes every year. 

In the future, nanotechnology can provide us 
with very long periods of storage, but the safety 
aspects of this technology are yet to be estab- 
lished. As storage technology improves, the food 
processing industry is also experimenting with 
novel methods of delivery. Many companies are 
developing methods of preparing food at the 
point and moment of consumption. For exam- 
ple, in the US, a company called Moobella has 
developed machines that can make ice cream in 
about two minutes from fresh ingredients. In In- 
dia, mayonnaise from Hindustan Lever is one of 
the first of such products. 

Along with such new methods, the food pro- 
cessing industry is also experimenting with 
completely novel products called fabricated SAVING CARD 
foods. Such foods will provide new tastes while 
providing nutrition. The health drink Horlicks 
is a quintessential fabricated food. Hindustan 
Lever once again had experimented with fabri- 
cated tea for a while, and such products are 
likely to be a big business for food companies in 
the future. Says V.M. Naik, professor of chemi- 
cal engineering at IIT-Bombay, “Fabricated 
foods have a lot of potential because you can 
provide a lot of functionalities in one food.” 

In the Indian context, for example, one can 

fabricate flour from less expensive grain which 
has the taste and nutrition of the best quality of 
wheat flour. In future, food would have taken 
over functions other than just satisfying hunger. 
Maintaining health is an important function, 
and the entire food processing industry is reor- 
ganising on this guiding principle, and so are all 
the R&D labs. Functional foods, those that pro- 
vide a special health benefit not there originally 
in the food, is going to be a big business. Says V. 
Prakash, director of the Food Technology Re- 
search Institute (CFTRI) in Mysore, “In the fu- 
ture, the food industry will look at every product 
from the health point of view.” 
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Dear Shareholders 

I have great pleasure in welcoming you all to the 50th 
Annual General Meeting and present to you the 
Annual Report of your Company for the Financial 
Year 2007-08. 

The Directors' Report and the final accounts of your 
Company for the period ended 31st March 2008 
have already been provided to all the shareholders. 
With your permission, | take them as read. 

Your Company is in it's SOth year, and has grown 
from strength to strength. It is my proud privilege to 
congratulate you on this occasion. | am sure, you will 
join me to wish the Company that it may grow and 
diversify into new areas and make considerable 
contribution to the nation building! 


The year 2007-08 was an eventful year both 
nationally and internationally. The sub-prime crisis, 
rise in prices of oil, gold and commodities had a 
telling effect on the share market and the investors 
across the globe. The runaway inflation remained a 
major source of worry for Governments worldwide. 
During 2007, the Global economy expanded by 
4.9%. The growth in most of the advanced 
economies witnessed sharp deceleration in the last 
quarter of the year 2007, particularly on account of 
the financial crisis that spread beyond the US sub- 
prime mortgage market. In contrast, emerging and 
developing economies continued to grow against 
this trend, despite some slackening of exports and 
industrial production towards the end of the year. In 
the current year, the global economy is likely to 
register a relatively lower growth in the wake of 
inflation accentuated by rise in prices of food grains, 
oil, commodities and other industrial inputs. 

Against this, Indian economy performed better. 
Buoyancy in agriculture has pushed the economic 
growth to 9 per cent, up from 8.7 per cent estimated 
earlier, even as the performance of manufacturing 
sector has declined. 


And your Company, | am happy and proud to say, has 
outperformed itself over all the previous years, and set new records 
in the following parameters: 
* Turn-over touched a new high of Rs.5,71 1 crore, breaking the 
previous year's record of Rs.4, 1 86 crore by 36%. 
Profit Before Tax shot up to Rs.4,947 crore, 41% higher when 
compared with the previous year's Rs.3,498 crore. 
Two interim dividends totaling to 33 1% have already been paid 
as against the total dividend of 352% paid in the previous year. 





Rana Som 
Chairman-cum-Managing Director 


As an MoU signing PSE with the Government of India, you 
Company's performance during the year qualifies for 'Excellen 
rating. 

Total excavation reached 399.19 lakh tonnes, registering a 
increase of 9% over the previous year's achievement of 367. | 
lakh tonnes. 


ROM production went up to 306.08 lakh tonnes, an increas 
of 10% over the previous year's production of 277.27 lak 
tonnes. 


Lump+fines production touched a record of 298.16 lak 





tonnes, which is 10% over the previous year's 271.77 lakh 
tonnes. 


' Iron ore sales increased to 281.84 lakh tonnes, ie.. 10% 
increase over the previous year's sales of 255.89 lakh tonnes. 


Supply of iron ore to domestic industries recorded 244.06 
lakh tonnes as against the previous year's supply of 223.28 lakh 
tonnes, an increase of 9%. Total export of iron ore during the 
year was 37.78 lakh tonnes against 32.61 lakh tonnes in the 
previous year, an increase of | 6%. 


RON ORESALES 

1 this context, | wish to share with you two aspects of iron ore sales. 
ine: The total export of iron ore during the year under report was 
.78 million tonnes as against the production of 29.82 million 
»nnes, which is to say that the export was only 12.6896 of the 
roduction. The primacy is given to the domestic sector is part of 
our Company's endeavor in contributing to the nation building. 
wo: While there has been steep increase in iron ore prices, your 
ompany was obliged to increase the iron ore prices as per the 
rovisions of the long-term contract with the domestic customers. 
'owever, the Company took a conscious decision to restrict the 
ike to a flat rate of Rs.574/- per tonne since October 2007, in 
rder to ensure that the resultant increase in cost of steel making 
oes not exceed Rs.860 or so. This was done in the overall interest 
[the nation. 


XPANSION 

he iron ore requirement is ever growing with the increasing 
mand for steel from infrastructure and manufacturing and 
mstruction sectors. Your Company has geared up to meet, at 





least, in part the increasing demand of iron ore. The mission 
is to achieve 50 million tonnes of iron ore by 2014-15. The 
capacities of the existing mines are being expanded by 
upgrading equipment. A new mine, Bailadila deposit- | 1/B, 
With a capacity of seven million tonnes will be opened by 
2009. The Kumaraswamy deposit, which is now being 
developed for an annual production of capacity of three 
million tonnes, will be ramped up to seven million tonnes. 

In June 2008, the Joint Venture Company, NMDC-CMDC 
Limited, was incorporated at Raipur, to develop Bailadila 
deposit- 1 3 for priority allocation of ore from this mine to the 
steelmakers in the State of Chhattisgarh, in terms of the 
Memorandum and Articles of Association. 


VALUE ADDITION 

Your Company believes in value addition to the ore where it is 
mined. Your Company is now directing its' resources to 
diversify into steel making. An integrated steel plant with a 
capacity of three million tonnes per annum will be set up in 
the State of Chhattisgarh. Being a green field project, the 
investment would be in the range of Rs. | 4,000 crore. 
making. An integrated steel plant with a capacity of three 
million tonnes per annum will be set up in the State of 
Chhattisgarh. Being a green field project, the investment 
would be in the range of Rs. 14,000 crore. ` 


CORPORATE SOCIAL RESPONSIBILITY 
Your Company is a socially conscious miner. It holds itself as a 





guardian of the Nation's assets. By means of scientific mining, 
it ensures conservation of the non-renewable mineral. At the 
same time, your Company has always been in the forefront to 
take care of the local community. Earlier, under Peripheral 
Development, and now under Corporate Social 
Responsibility your Company has taken up various 
programmes for the betterment of the local community 
around the projects. | am not repeating the details of the 
programmes given as part of the Directors' Report. 


CORPORATEGOVERNANCE 

Your Company has complied with the guidelines on 
Corporate Governance. Corporate governance is holding 
the balance between economic and social goals and between 
individual and community goals. The governance framework 
helps to encourage the efficient use of resources and equally 
to require accountability for the stewardship of those 
resources. The aim is to align as nearly as possible the 
interests of individuals, corporations and society. A report on 
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Profit After Tax | Production (Iron Ore) 


Million Tonnes 
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Turnover 
Rupees in Crore 


5711 


3711 gaa 
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Corporate Governance compliances has been made part of the 
Directors' Report. 


ENVIRONMENT 

Your Company is conscious about the Environment 
Management. All the four major production projects are 
accredited with ISO 14001 - 2004 EMS Standards by DNV 
Certification D.V., The Netherlands. Your Company takes 
special care for afforestation and has put in place water, air and 
noise pollution control measures. 

Your Company takes special care for afforestation and has put 
in place water, air and noise pollution control measures. 


ASSURANCE 
Your Company has performed excellently in the year under 
report and the years before. Your Company has ambitious 


Eco-friendly miner 


Note: The above statement does not 
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Total Dividend 
Rupees in Crore 


51.53 


465.19 
365.57 
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expansion and diversification plans. The Government of India, 
realizing the importance of your Company's forward march 
and its ability to perform, conferred on your Company the 
highest status of Navaratna. On behalf of the Shareholders and 
the Management of your Company, | thank the Government of 
India for the confidence bestowed upon your Company and 
the opportunity given for its growth and expansion. | assure 
you that your Company will grow manifold in the years to come. 


uw 


Rana Som 
Chairman-cum-Managing Director 


Thank you and Jai Hind! 


NMDC Limited 


(A Government of India Enterprise) 

Regd. Office: "Khanij Bhavan", 10-3-311/A, 
Castle Hills, Masabtank, Hyderabad-5001 73. 
Website: www.nmdc.co.in 
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Planned 


Urbanisation 


Complexes 
that serve as 
a hub for 
intellectual 
and cultural 
activities are 
an essential 
part of a city 





by kiran karnik 


THE MARCH OF HUMAN CIVIL- 
isation crossed a special 
milestone this year: for the 
first time, over half of hu- 
manity now lives in urban 
areas. In India, city- 
dwellers — only 30 per cent 
of the population yet — are 
over five times as many as 
at Independence. Our 
cities, big and small, are 
getting larger, and their in- 
adequate infrastructure 
only heightens the sense 
that they are bursting at the 
seams. As we add some 200 
million people in the next 
decade, we can expect the 
urban population to grow by about 100 million. 
This is going to pose new challenges and prob- 
lems, but also open up new opportunities. 

One of the exciting prospects is the creation 
of new urban habitations — sub-cities within 
existing urban centres, or altogether new, 
greenfield townships. Doing this urgently is a 
necessity, so that these new centres can act as 
counter-magnets to existing cities, thereby pre- 
venting the incremental, haphazard growth of 
the latter. It also presents the opportunity to 
create new centres with a high quality of life, 
which can serve as benchmarks for other cities. 

What is it that will enable these cities to pro- 
vide their residents with a superior quality of 
life? Examples of other such attempts offer 
valuable insights: from Gurgaon and Navi 
Mumbai, one learns what not to do; from 
Chandigarh, many things to emulate. One les- 
son is not to depend overly on experts; utilitar- 
ian common-sense and socio-cultural inputs 
are as essential as the town-planner’s expertise. 

Aspects that need attention include the need 
for mass public transport, the desirability of 
separate cycle-pathways, emphasis on facilities 
for pedestrians, trees for shade and pollution 
control. These are obvious, but bear reiteration 
particularly because they are often neglected — 
for example, in Gurgaon. The influx of cars due 


to increased commercial activity and growing 
prosperity also means thousands of drivers, 
who need low-cost food and refreshment and 
toilets. The failure of town-planning is visible in 
the haphazard parking that chokes already- 
crowded roads, make-shift tea and food stalls 
that are unhygienic and encroach on roads and 
open spaces, and open-air toilets. 

Apart from these infrastructure deficiencies, 
there is serious neglect of the cultural dimen- 
sion. New York has Broadway; London, its West 
End; both have great museums; Delhi, too, has 
a theatre and art complex around Mandi 
House, and some (badly maintained) museums. 
Do our new townships include their equiva- 
lents? We are proud of our artistic heritage; yet, 
we do not integrate concert halls or art galleries 
in our town plans. Complexes that serve as a 
hub for intellectual and cultural activities are 
an essential part of a thriving, attractive city. 
These provide a platform for showcasing talent, 
as also for organised debate and exposition, ele- 
vating coffee-house discussions to a higher in- 
tellectual plane. India International Centre and 
India Habitat Centre in Delhi are outstanding 
examples of such institutions. 

Playgrounds and jogging paths for the mind 
are as important as those for the body. Urban 
designers need to make space and investments 
for both. In tomorrow’s world, economic pros- 
perity of countries and cities is going to depend 
upon the quality and quantity of human re- 
source that they can attract and retain. Cities, in 
particular, are going to compete intensely to at- 
tract the best talent. In this, the overall quality 
of life is going to be a major determinant of tal- 
ent migration. Cities that create hubs of active 
cultural and intellectual activity are going to at- 
tract the best talent. Equally important, such 
spaces are an essential part of civic services, a 
right of the residents — as are playgrounds, hos- 
pitals and educational institutions. These play a 
crucial role in creating a participatory, cultur- 
ally-aware, intellectually-alive citizenry. 

As we move forward in the ‘urban century’, it 
is vital to ensure that over-crowded cities do not 
degenerate into uncivilised, crass conglomer- 
ates of philistine people who are rootless robots. 
Cultural moorings and intellectual stimuli are 
vital elements of creating a concerned, caring 
and compassionate citizenry. Institutions that 
promote this must, therefore, be an essential 
and integral part of the urban landscape. Cre- 
ation of such institutions is an exciting and es- 
sential project for the emerging new India. 





The author is honorary President of India 
Habitat Centre, Delhi, and former President 
of Nasscom 
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Never ^g cerence 


The Enemy Within 


VER the past six decades, India's 
armed forces have acquitted them- 
selves rather well in war and in 
peace. The injury to its image after 
the loss of territory to China in 
1962 was made up by a decisive 
victory over Pakistan in 1971. Through other 
stalemates with Pakistan, and the continuing 
fight against terrorists and insurgents, the 
forces have ensured enough peace to allow Indi- 
ans to get on with their lives reasonably freely 
and fearlessly. However, their job is beginning 
to get tougher as the threats become more 
complex, and their role extends beyond 
protection of the borders. 
In addition to the traditional re- 
sponsibility of securing the border 
with Pakistan, there is now a threat of 
a nuclear strike from there if the ex- 
tremists snatch power. China is encir- 
cling India through its military relations 
with Myanmar, Bangladesh, Sri Lanka 
and Pakistan. India's energy security is 
potentially threatened by terrorists tar- 
geting oil and gas tankers. The insur- 
gents and terrorists targeting civil- 
ian and military targets inside 
the country have become more 
audacious and technologically 
more capable. 
“India is faced with the 
full spectrum of threats 
— from nuclear 





NOT ON TARGET: The 
Indian soldier, unlike 
his western counter- 
parts, is unprepared for 
modern warfare 
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confrontation 
through conventional war to conflicts 
limited in area, scope or objectives to 
the lower end friction, such as insur- 
gencies and terrorism,” Air Chief Mar- 
shal Fali H. Major noted in his speech 
on India's security at New Delhi's 
Institute for Defence Studies and 
Analysis last April. He added that the 
spectrum of threats had such com- 
plexity and technological sophistica- 
tion that it had become necessary to 
move away from a threat-based prepa- 
ration to a more dynamic capability- 
based approach. “This would help 
lessen the uncertainty and unpre- 
dictability because capabilities could 
then be readily tailored to suit the chal- 
lenge at hand,” he said. 
The toughness ofthe task is further 
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It's transition time 
for the armed forces 
as threats become 
more complex 


exacerbated by the archaic strategies and 
skills of the Indian forces, inadequate or out- 
dated equipment and tardy modernisation. 
questionable procurement practices, excessive 
dependence on foreign arms suppliers, anc 
an alarming drying up of the pipeline o: 
young officers. 

*Indian Army still wants air defence missile: 
to move along with the strike corp, something 
that doesn't happen in the world any more be- 
cause firing of missile gives away the position o: 
your troops to the enemy,” says the chief execu: 
tive officer of a private defence firm. He furthe 
argues that the army's plan to buy 1,000 tank: 
does not make strategic sense as the only coun: 
try India can use them against is Pakistan, be 
cause of mountains and waters on other bor 
ders. And given that Pakistan is armed witl 
nuclear weapons, it is unlikely to fight a conven 
tional war for territory. 

Tank purchases also exemplify the ills of In 
dia's attempts to develop its own weapon-mak 
ing capabilities. Indian Army would rather im 
port T-90 tanks from Russia than buy th 
locally-developed Arjun tank, which it consid 
ers unreliable, outdated at start and not eve: 
genuinely indigenous as it is a patchwork of im 
ported components. 

The Defence Research and Developmen 
Organisation, which has taken nearly fou 
decades to develop the tank, accuses the army c 
fondness for imports. The important thing i 
that the army can turn its back on Arjun with 
out suffering a loss as it is not a stakeholder i 
its development. Similarly, separation of th 
user from development is also afflicting the aii 
craft, helicopter, missiles and even rifles deve 
opment programmes. 

Not having a domestic military industry ha 
put India on the backfoot in two respects: firs 
it has to worry a lot about the supplier cour 
tries’ imposing sanctions against it in the ever 
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of a conflict of interest with them; and second, 
it cannot use military equipment as currency 
like China to buy influence with foreign coun- 
tries that may have something that India des- 
perately needs, such as oil. 

Indian forces’ dependence, some would call it 
preference, on imports has also been its bane. 
Corruption and ineptitude in imports has 
tainted the forces’ public image as much as that 
of the politicians and bureaucrats involved. 
The Comptroller and Auditor General of 
India noted in its 2007 report on the ministry of 
defence: “The process of technical and trial 
evaluation did not demonstrate adequate ob- 
jectivity and fair play” It pointed out that in 60 
per cent of the cases, only a single vendor was 
qualified after trial evaluation. Besides, “time 
taken for trial evaluation was unduly long and 
the time taken for preparation of the 
trial evaluation report was longer 
than the trials”. 

In fact, the 1990s is considered a 
lost decade for the Indian forces as 
they failed to update and upgrade. 
And now, they are playing catch up. 
Between 2007 and 2012, India’s 
defence imports bill 
would be nearly $45 
billion, in addition to 
about $10 billion an- 
nual spending on lo- 
cally-produced arms 
and equipment. Indian 
forces are importing 
hundreds of aircraft, 
helicopters, tanks, artillery 
guns, and tens of sub- 
marines and warships 
in addition to ac- 
quiring new-age electronic ^' 
warfare equipment. Accord- 4 
ing to research and consult- Jj 
ing firm Frost & Sullivan, 
India will become the sev- 
enth largest military 
spender by 2016 after 
the US, China, UK, Fra- 
nce, Russia and Germa- 
ny, with an annual bud- 
get of close to $36 billion 
a year. 

But the biggest worry 
for the forces pertains to 
their most potent 
weapon — the personnel. 
Last year, the National De- 
fence Academy could ad- 
mit only about 200 cadets, 
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seats, and the Indian Military Academy could 
fill only 90 of its 250 seats. Moreover, middle- 
level officers are taking premature retirement 
in search of greener pastures in the private sec- 
tor. Indian Army alone has about 11,000 mid- 
dle-level officer positions lying vacant. 

A senior Indian Army official told BW that 
the fault lies in the inadequate emoluments for 
the hard and risky jobs in the forces. “We need 
to appreciate that a strong perception exists 
amongst the youth of the country that the com- 
pensation package for the nature of work and 
hardships that the Army expects of them need 
to be improved,” he says. 

While the Sixth Pay Commission has recom- 
mended trebling the basic salaries of the service 
chiefs and generals from Rs 30,000 a month, it 
has stil kept the young officers — lieutenants, 

captains and majors — in the Rs 25,000- 
35,000 bracket, which is a fraction of 
what their peers make doing corpo- 
rate jobs. 
The recommendations of the Sixth 
Pay Commission evoked un-forces- 
like public protests from serv- 
ing and retired soldiers and 
officers, who want signif- 
icant improvements in 
the proposed in- 
creases in the com- 
pensation and pen- 
sion for defence 
personnel. 
What may, how- 
ever, solve the staffing 
problem to some extent is 
the decision to allow women 
permanent commission in the 
forces. Currently, women offi- 
cers get only short service 
commission of up to 14 years. 
And there are only 2,000 
women officers, who are 
mainly on non-combat jobs. 
Importantly, Indian Air Force 
(IAF) has now allowed women pilots 
to undertake combat missions too, some- 
thing that an ultra-conservative Pakistan 
did before India. IAF has about 700 
women officers. 
This is a transition time for the armed 
forces on every front. It will take all 
their fighting qualities to overcome the 


M challenges ofthe increasingly complicated 


security threats, safeguarding economic 
interests beyond the borders, and attract- 
ing the best men and women to do the job. 
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SMART DRIVE 


Reva, the world's 
highest selling 
electric car, is 
made right here 
in India. 
Bangalore-based 
Chetan Maini, 
Reva's 

inventor, now 
plans to launch 
new versions of 
his two-door 
mini-compact 
every year. A 
slowly-changing 
attitude of the 
government 
towards electric 
vehicles will help 
make his cars 
more affordable. 


hover > GM suest comment 


The Sky Is 
The Limit 


Private firms 
should be 
involved in 
downstream 
services and 
in operating 
satellite 
systems 





by k. kasturirangan 


THE EVOLUTION OF THE IN- 
dian Space Programme 
over the past four decades 
represents a systematic and 
phased approach to build- 
ing knowledge, technologi- 
cal capacity, programmatic 
fabric and an organisa- 
tional system to ensure ef- 
fective application of ad- 
vanced technologies to 
accelerate national devel- 
opment. As a result, the In- 
dian space programme to- 
day is mot merely 
self-reliant in terms of pro- 
viding India independent 
access to space, but it is also 
applications-driven with all vital links to a large 
spectrum of user community. 

India has developed the capability to build 
world-class satellites and launch vehicle sys- 
tems. Two operational space systems namely 
the Indian National Satellite system, with 10 
satellites in orbit and the Indian Remote Sens- 
ing Satellite (IRS) system with a constellation 
of seven satellites constitute India’s key space 
infrastructure. Providing India’s autonomous 
space launch capability are the Polar Satellite 
Launch Vehicle (PSLV), capable of launching 
1,600-kg satellites into polar orbits suitable for 
remote sensing and the Geo Synchronous 
Launch Vehicle (GSLV), which has incorpo- 
rated a cryogenic rocket, and can launch com- 
munication satellites of weight class up to about 
2,200 kg. Additionally, India has embarked on 
an ambitious planetary exploration programme 
Chandrayaan-1 scheduled for launch this year 
using an improved version of India's PSLV. 

The overall investment in Indian space en- 
deavours is considered to be cost effective in 
comparison with experience elsewhere. For ex- 
ample, the development cost of both PSLV and 
GSLV launch vehicles is equivalent to about 
$1.4 billion. While exact comparisons are diffi- 
cult, the European Space Agency's expenditure 
on Ariane 1-4 programme was about $5 billion. 


Commercial space activities in India received 
a fillip through the establishment of Antrix Cor- 
poration as a private limited company in 1992. 
Antrix markets the imageries from IRS satel- 
lites to users through a network of 20 interna- 
tional ground stations spread across the globe. 
It has also established an alliance with the Eu- 
ropean satellite manufacturer EADS Astrium 
to jointly manufacture and market commercial 
communication satellites. Two sophisticated 
commercial communication satellites are being 
built and assembled in Bangalore, incorporat- 
ing the payloads from Astrium and the satellite 
platforms developed by ISRO. With growing 
demands for satellite capacity for new sectors 
such as mobile multimedia and disaster man- 
agement support, the growth prospects of com- 
mercial space activities in India look promising. 

India has ambitious plans for its space pro- 
gramme. Satellite communications will focus 
on doubling the transponder capacity of INSAT 
system. And the pre-eminent position achieved 
in remote sensing satellites will be further ad- 
vanced through operational all-weather sens- 
ing capability from space, and revamping deliv- 
ery mechanisms for data, establishment of 
satellite navigation system for position, naviga- 
tion and timing services. 

The basic thrust in launch vehicles systems in 
the near term is to complete development of 
GSLV-Mark III, which will be capable of 
launching heavy communication satellites 
weighing up to 4 tonne. The policies will aim at 
developing modular launch systems, new 
propulsion stages such as semi-cryogenic stage, 
and new technology developments in areas 
such as Reusable Launch Vehicle and manned 
space flight systems. Later, planetary explo- 
ration will continue through a follow-on mis- 
sion to the moon and a lunar observatory, Mars 
orbiter, Asteroid orbiter and comet fly by. 

India should address private-sector partici- 
pation not only in the provision of downstream 
services, but also in owning and operating satel- 
lite systems. This would need a consortia of in- 
dustries to come together to produce state-of- 
the-art, cost-effective satellites, manufacture 
launch vehicle and provide launch services. 

An increase in bilateral and multi-lateral co- 
operation will also boost India's space pro- 
gramme. It could have an increased role in 
manned space missions, creation of space habi- 
tats, lunar bases and planetary exploration. 
With a spectrum of achievements to its credit, 
India is well positioned to exploit the further 
potential of space technology. 


The author is Chairman of Indian Space 
Research Organisation 
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DESIGN| BRILLIANCE 
AWARDS 2008 


EJ 7 
N b Acide aai OF DESIGN 


We congratulate the winners of 
Future Group Businessworld-NID Design Brilliance Awards 2008. 


Category Winners 
Digital Design Design Directions Pvt. Lid. 
Furniture Design Onio Design Pvt. Lid. 
Packaging Design Icarus Design Pvt. Lid. 
Product Design | Ticket Design Pvt. Ltd. 
Icarus Design Put. Lid. 

Fashion & Lifestyle Titan Industries Ltd. (Aviator Series) 
Titan Industries Ltd. (Heritage Collection) 

Best Concept Design - Student Nikhil Karwall 
Abhijeet Khopkar 

Transportation & Automobile Design Kinetic Motor Company Ltd. 
Designer of the year Abhijit Bansod 
Lifetime Achievement Award Mr. P.R.S. Oberoi 


TV Partner Hospitality Partner Special Category Sponsor 


ERE — The Taj Mahal Hotel Roca 
amm vd amr New Delhi ero s 
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XISS-A CENTRE OF EXCELLENCE 


From an extension centre of St Xavier s College, Ranchi, to becoming one 


of India's most reputed educational institutions, XISS bas today carved 


out a niche for itself, both in the job market and in meeting the needs 


and aspirations of the people of the region. 


ifty-three years is not very long when counting the age 
of an institution. But, young as it may be, the Xavier 
Institute of Social Service (XISS), Ranchi, 
counted among the reputed business schools of the country.In 


is today 


fact, one of the envious features of this premier Institute is 
that both its academic and outreach schemes are running in an 
integrated manner under the same roof. 

In fact, it is in keeping with the XISS philosophy of 
exposing the students to the environment in which they will 
spend their work-life, that it also organises visits of all 
students to industries and rural camps. 

The Story Begins 

It was in 1955 that the then Superior of Ranchi Province, 
Rev Fr. Moyersoen s.j., together with Fr. Michael Windey s.j., 
Professor at St. Xavier's College, Ranchi ventured to start a 
Centre of Social Service in Ranchi. Academically, the Centre 
began offering a Post-Graduate Diploma in Social Service 
from the premises of the St Xavier's College-it was only in 
1978 that institution shifted to its current campus. 

In 1963, the Centre started a six-month course in Business 


PROMOTIONS 


Management. Subsequently, this became a one-year course 
and in 1969 was further upgraded into a three-year post- 
Business 


graduate course, leading to a Diploma in 


Management, which was recognised by the Government. 


The XISS Brand 

In 1973, the management registered the Centre as the 
Xavier Institute of Social Service (XISS) as a new 
educational society under the Societies Registration Act. 
Simultaneously, a new upward momentum was granted to the 
academic stream, with the implementation of the policy on 
admitting fresh graduates. Also, in 1975, the management 
started a two-year Post-Graduate Diploma Programme in 
Rural Development. 

While courses in Master of Social Welfare were being 
offered by various universities, the PG Diploma in Rural 
Development was the first from any private body. It was a 
challenge, one the Institute met successfully, with the result 
that even today all graduates of this course are enjoying 100 
per cent campus placement. 


uia s. 


af 


IXISS-A CENTRE OF EXCELLENCE 


OBJECTIVES 


e To train professionals who are 
attuned to the deeper aspirations of 
the common people for justice; who 
see their training as a preparation for 
true service in society; and who 
believe that their own growth and 
happiness is linked with the growth 
and well-being of others, specially of 
the poor and the marginalised. 


e To meet the training requirements of those organisations 
and professionals who are determined to live up to their 
social responsibilities and more particularly to cater to 
those who work with the poor and thereby train 
grassroots agents of social change. 


To study the problems and needs of poorer sections of 
society and to use the findings to make the wider public 
aware of the prevailing socio-economic conditions of the 
poor. 


To assist other groups and organisations to become more 
effective in implementing development projects. 


To promote self-employment opportunities in rural areas 
by providing training in goods and building linkages with 
banks, financial institutions and marketing agencies. 





Since 1998, the institute has also been offering a two-year 
PG course in Information Management. The course had 
earlier been started as one-year Diploma Programme In 
Computer Education. 


Consolidating Growth 

While the journey has been a long one, it has been no less 
fulfilling. Says Father Beni A Ekka, Director, XISS, “We have 
been able to carve a niche for ourselves because of the quality 
of our education.” Today, under Fr. Ekka’s stewardship, the 
Institute has been witnessing a phase of consolidation and 
growth — both in terms of the quality of teaching and in the 
courses being offered. This is a continuing phase and is 
evident from the Institute’s decision to shift from the present 
semester system to the new trimester system from June 2008. 

This major change was prompted by the desire to bring the 
academic session in synchronisation with the demands of the 
corporate sector that our students be available for joining from 
April rather than from June. Furthermore, says Fr. Ekka, “this 
shift provides our academic departments an opportunity to 
take a hard look at the syllabus and restructure it to fit the 
trimester approach. 

Today, XISS is successfully implementing its philosophy 
of ‘Putting the Last First’, with its alumni placed in leading 
Organisations, drawing 


national and multinational 


renumeration that places them at par with the best. 
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Giving Students The 
Professional Edge 


imes are changing and the management at XISS is 

doing its best to keep up with the changing times. 

Aware that specialisation enhances opportunities, the 
Institute has decided to offer two new courses — a one-year 
Certificate Course in Post-Graduate Programme in 
Management and Insurance (PGPMI) in collaboration with 
ICICI Prudential for a period of one year and also for six 
months. 

The NGO Management course will focus on structuring 
NGOs in a professional way. It will also incorporate 
preparations, implementation and monitoring of projects. 
Admission to the course will be based on interview. 

Says Fr. Ekka, “assessment will also be done 
professionally. These courses are mainly for those who are 
running non-government organisations and providing them 
with technical support. It is also a platform to enhance their 
creativity professionally.” 

Besides, in mid-August, the Institute will start a one-year 
Post-Graduate Diploma Course in Management for which 
the institute officials said that they have already got 50 
applications. 

XISS Director Fr. Beni A Ekka says that the main reason to 
Start the course is that simple graduates are not fetching any 
respectable jobs. Hence there is the requirement of more 
professional courses. 

The Director added that XISS had also decided to scale up 
its standards. “The institute plans to increase its research 
activities, specially in the fields of social and rural 
development. We have completed infrastructure upgradation. 
Now we plan to work on the academic standards of the 
institute.” 
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Here, Results Matter 


uality delivers and how! For students passing out 

from the Xavier Institute of Social Sciences (XISS) 

in 2008, it was a glorious year. It was year that 
showet yet again why the Institute figures so high in the 
placement agenda of leading corporate and business houses 
of the country. 

In fact, like in the previous years, almost all of the 
students appear to have found their way through the campus 
placements, with leading rural development companies like 
SKS Micro-finance (Hyderabad), FES (Anand), 
Development Support Agency of the Government of 
Gujarat, and private sector giants like VSNL, Lehman 
Brothers, SAB-Miller, Arvind Mills, Schneider Electric, 
Reddington India, Raymonds Ltd, Tata-AIG, Axis Bank, 
amongst others. 

Consider this, the highest salary offered this year to a 
student from the Institute was a phenomenal Rs 17 lakh for 
a job with Lehman Brothers- a figure not seen till date. In 
fact, the average offer students received this year was about 
Rs 2.5 lakh per annum. And this is only a reflection on the 
quality of students that pass through XISS’ corridors every 
year. Says Fr. Beni Ekka, "Employers find XISS students 
realistic. They say that their feet are always on the ground. 
This is the reason why despite the many institutes running 
in their region, companies from the western coast and north 
India recruit XISS students." 







































Personnel Management: Making 
Professionals With A Difference 


s business success hinges on human resource 


Rural Development: Creating 
Agents Of Social Change 


ural Development as a career option is finding an 

RR ivcessin number of takers, given the increasing 

umber corporates and non-governmental 

organisations venturing into this sector. And it is in this area 

that the XISS excels, having started the country’s first Post- 

Graduate Diploma Course in Rural Development in 1975, 
with only 11 students. 

Today, the numbers are increasing, with more institutes 
taking the lead set by XISS. Says M H Ansari, head of the 
Department of Rural Development, “Rural Development 
educates students about strategies required in the rural areas. 
The objective is to train students to become ‘group 
organisers’ and agents of ‘social change’.” 

A USP of XISS’ Post-Graduate Diploma Course in Rural 
Development programme is the adoption of participatory 
rural appraisal as the basic approach to training students. 
The Rural Development course at XISS looks at every 
learning experience as unique and attempts to modify the 
teaching methodology. Moreover, the learning .is made 
assignment-based. 

As a result, more and more case studies are used in 
teaching. XISS institution believes that learning goes by 
experimentation and involvement. To meet this, the 
curriculum has been designed to devote time to field 
exposure in both rural areas and urban slums. 









management. In today's global world, developing the 

right kind of work culture has become essential, as it 
is the tool to achieve success for the organisation, nationally 
and internationally. It is an area where XISS has made its 
name. As Prof S R Shauq, the head of the Department of 
Personnel Management, says: “Our Personnel Management 
course is one of the best in the country. And it has its roots in 
the path charted out by Fr. Windey in the 1950s when he 
launched the training course in social service, with the 
emphasis being on labour relations.” The course uses the 
best of methods and pedagogy making knowledge 
assimilation effective for the students. Other than traditional 
lecture methods, case studies, group discussions and 
assignments are employed for participative learning in the 
institute. As the issue of corporate social responsibility gains 
credence, students at XISS are step ahead as this something 
that has been part of the curriculum right through. Under 
this, the students and faculty members visit an industrial 
town to interact with practising managers, trade union 
leaders and workers to get a first-hand experience of the life 
they will face outside the Institute. A USP of the course, Prof 
Shauq says is that social service is organised in the form of 
fieldwork. This is also in keeping with the Institute’s aim of 
churning out professionals with a difference. 
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Leaven in the Dough 


ne of the significant features of 
the Institute is that academics 
and outreach programmes run 


under the same roof in an integrated 
way. 

The Department of Research and 
Consultancy, set up in 1978, 
undertakes research and consultancy on 
behalf of government departments, 
semi-government agencies, industries 
and voluntary organisations as well as 
independent research on different 
current issues. In addition, it also helps 
in imparting training for capacity 
building of the target group on which 
the research was conducted. 


implementing people-oriented progr- 
ammes and help policy makers. 

In its short history of 30 years, the 
Department has come a long way: it is 
has widened its focus from local and 
regional studies of rural development 
and social change to taking up national 


Diploma 


Information Management: 
Managing Networks, Effectively 


compelling modern-day organisations to reengineer 

their business processes. It was to meet such changing 
needs of corporates that XISS started the two-year PG 
in Information Management. 
architecture is in line with that of MBA (Systems). 

Says Prof SN Singh, head of the Department, “The course 
seeks to endow the students with the technical edge they 
need in the field of information processing." The curriculum 
is being continuously updated, covering areas such as 
enterprise resource planning, e-commerce, data warehousing 
and data mining, net technologies, etc. 
management of information is what our programme is all 
about. It requires knowledge, skill and aptitude. Thus, we 
seek to impart the right knowledge, the right skills and seek 
to shape the right aptitude in our students." 

The PGDIM is a 32-unit programme, designed to train 
students with various skills in IT as well as HR, which are 
needed to succeed as information professionals. The course 
aims at preparing professionals who can develop and analyse 
strategies relevant to today's changed business environment. 
"The speed at which businesses obtain, assimilate, analyse 
and deploy information, and take decisions is the difference 
between success and failure. And XISS aims to inculcate 
these skills in our students," Prof Singh concludes. 


T=: emergence of ICT has led to far-reaching changes, 


and international studies for policy 
changes, advocacy and human rights 
concerns. In addition, the department is 
involved in action research on 
sustainable agriculture. 

The Development Resource Centre 
(DRC), was established as a training 
wing of XISS in 1989. And true to its 
character, the wing imparts training to 
small and middle-level NGOs, who lack 
trained personnel to understand 
different dynamics of development 
work. Today, a good many of these 
NGOs who learnt their first steps with 
DRC are doing commendable jobs in 
their respective areas independently. 

From 2001 onwards DRC adopted a 
multi-prolonged approach of focusing 
on promotion and operationalisation of 
gram sabhas in the tribal villages as 
self-governance institutions under 
Panchayat Raj system in addition to its 


on going effort on management capacity 
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Marketing & Finance: Managers 
Today For Tomorrow's Businesses 


usinesses today are driven by the dynamically 
B changing forces of liberalisation, privatisation and 


globalisation; and ICT. It is here that the XISS Post 
Graduate Diploma course in Business Management with 
specialisation in Marketing and Finance, seeks to excel. 
Aiming to develop future managers with the right 
combination of knowledge, skills and practical orientation, 
the course focuses on the use of a pedagogy that is oriented 
towards decision-making. In fact, as Prof Anmol Bodra, the 
Head of the Department of Marketing, says the focus is on 
building tomorrow's managers today. 

The integrated learning takes place through case study 
analysis, presentations, seminars, live projects, company 
internship, classroom lectures and class discussion. The 
department lays emphasis on the case-based teaching 
methodology, bringing complex realities of business into the 
classroom. The curriculum is continuously updated to ensure 
that it is synchronised with the current and foreseeable future 
needs of the industry. The Institute believes in the all-round 
development of students rather than just imparting book 
knowledge. Thus, the summer internship programme is an 
integral part of the curriculum where a student has to 
undertake a research based or a live project in any industry 
for a period of 6-8 weeks. This gives students a deep insight 
into the real-life situation in a competitive environment. 





building of small NGOs in Jharkhand. 

XISS has also developed a Helpline 
for Women, which provides necessary 
support to women through counselling, 
free medical and legal aid, and 
temporary shelter homes, etc. 

The Diakonia project, funded by 
Diakonia Sweden, strives for 
collaboration and partnership with the 
disadvantaged Munda tribals. Now the 
focus is on 


community resource 


mobilisation through people's 
organisation and institution building. 

The Department of Management 
Development has been established to 
contribute more effectively to the 
professional development of managers, 
administrators, entrepreneurs, social 
Workers, etc. 

The premise underlying the design of 
these programmes is to meet the needs, 
expectations and challenges of 


managing rapidly changing situations. 
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Scarlet fever 


' “GIMME RED’, CRIED THE POPULAR EVEREADY 
Red IS the commercial in the 1990s. That was then, when 
reigning there was alone battery holding the fort of 
deity in the colours, the caramel brown of Coca-Cola did 
not quite make it and for the rest, red was best 
world of left for the cloak of Santa Claus. A decade 
gad gets, later, that demand for colour seems to have 
become the war cry of the consumer, with 
durables, industry duly obliging and not too perturbed 
upholstery being caught ‘red-handed’ in the act. 

The colour, like the red planet and the 
and enamels equally illustrious red star, seems to have fired 
the imagination of industrial designers, who, 
after decades of grey and black twilight, have 
finally emerged with a sunny dawn of bright 
red phones, refrigerators, washing machines 
and notebooks. All their passion, energy and 
zest are clearly on display now. 

Like everything else in life, colours too have 





































RED ALERT: 

Scarlet is associated 
with passion, 
romance, energy, 
anger and guilt 


SAMSUNG 


a cyclical pattern and keep going in and 

out of fashion. In gadgets they alternate 
between black, white, silver, fluorescent and 
red. Be it consumer electronics, durables, 
notebook PCs or upholstery, furnishing and 
wall enamels, red seems to be the colour of 
today. The loyalists, of course, would argue 
that red never really went out of vogue. The 
only difference now being that it has made 
deeper inroads, in areas that don’t necessarily 
require covering up. 

The latest sassy entrant in this hall of red 
fame is LG's new plasma television, aptly 
named Scarlet. This is one television in the 
market that is being viewed as much from the 
back as from the front. “Indian consumers are 
well in syne with global trends,’ says V. 
Ramachandran, director of marketing at LG. 
“Rather than blend into the background, they 
want their appliances to stand out and have 
that extra wow factor.” The move towards red 
is part of the company’s philosophy of giving 
better and more aesthetically pleasing 
products to customers. The colour, he says, is 
also popular for cultural reasons in the South. 

The converts are increasing by the day. 
Lenovo is launching red 
notebooks. Toshiba has launched 
its new laptop in the Korean 
market that sports a ‘romantic 
red. A Palm Centro from Sprint 
is now available in the same 
»olour. Mac' iconic logo Apple, 
though invariably red as a fruit, 
1as not translated into similar 
'oloured iPhones and iPods yet, 
zut the company does have the 4- 
3B iPod Nano in red, which 
iupports the red campaign 
owards raising a global fund to 
ight AIDS in Africa. Dell's latest 
à range of subnotebooks come in 
whore-red’ apart from other 

xciting shades. 








SASSY AND BOLD: 
Companies such as 
Sony, LG, Samsung and 
Motorola give red as an 
option in almost their 
entire range of 
products. These are 
also among their 
highest selling models. 


Sony was probably the first to break the 
colour code and go red with its Vaio range of 
notebooks in 2007. Says Sachin Rai, the 
companys division head, “Sony decided to 
bring its own brand of street sass to the 
notebook market, blending urban design with 
edgy chic to create a modern and exciting new 
colourful Vaio” The strategy clearly paid off 
since the company sells red Vaios the most. 
According to Rai, the colour component helps 
customers, who are mostly women, take 
personal style beyond the boundaries of 
clothing and accessories, adding a technology 
element into the mix. Samsung has MP3 
players, digital cameras, clamshell phones and 
television sets, all in what it calls ‘wine red’. 

Even when it comes to home décor, the hip 
like to keep at least one wall in their drawing 
rooms in serious red. Almost all La-Z-Boy 
recliners, sofas, ottomans and loveseats have 
red as one of the options. Curtains and sofa 
upholstery in red is no longer considered 
vulgar and crass. 

In launching such products, companies do 
seem to have acquired some of the characte- 
ristics of the colour. They are today more bold, 
experimental, willing to be in 
your face, and ready to give the 
consumers the option of 
acquiring something, which has a 
flaunt value. Motorola, which has 
recently launched the Ferrari 
series of Motorazr with details in 
red, says it represents the 
companys passion for innovation 
and design. But lest one let 
colour rule the head, red is also 
connected with anger, guilt, sin 
and blood. Research shows most 
car accidents involve vehicles that 
are red in colour. So, love it, 
possess it, flaunt it, but don’t let it 
drive you nuts. 

Shalini S. Sharma 
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PERHAPS ONE OF THE 
finest film directors of 
all time, 

left behind 
a body of compelling 
work that continues to 
resonate with audi- 
ences, a year after he 
passed away. And for 
the first time, audi- 
ences across six cities 
in India will get to 
watch seven of his 
best films. 

Organised by 
Mumbai-based Pala- 
dor Pictures and The 
Embassy of Sweden, 
‘Remembering Berg- 
man — A Retrospec- 
tive’ — will showcase 
Wild Strawberries, 
Music In Darkness, 
Summer With Moni- 
ka, Through A Glass 
Darkly, Winter Light, 
The Silence, and The 
Devil’s Eye. The show 
started off at New 
Delhi's Siri Fort Audi- 
torium on 8 August. 





CINEMATIC BRILLIANCE 


The movies will be 
screened at various 
Inox theatres in 
Kolkata (15-21 
August), Chennai 
(22-28 August, 
Bangalore (29 Aug- 
ust-4 September), 
Pune (5-11 Septe- 
mber) and Mumbai 
(12-18 September). 

Bergman — who 
wrote and directed 
around 50 feature 
films and had nine 
Oscar nominations to 
his credit — made 
films that were highly 
intimate, intense and, 
at times, so intros- 
pective that they were 
disturbing. While his 
content was powerful, 
it was Bergman's 
cinematic brilliance 
that held audiences 
captive. So, queue up 
and get ready to 
watch his magic 
unfold. 

Sumati Nagrath 
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ART AND CULTURE 


Keeping heritage alive 


THE COUNTRY'S SHOW- 
case to the world, the 
48-year-old National 
Museum in New 
Delhi, boasts over 
200,000 works of 
exquisite art, both of 
Indian and foreign 
origin, covering more 
than 5,000 years of 
our cultural heritage. 
But the museum has 
space to display bare- 
ly 10 per cent of it. 
Surrounded by Vig- 
yan Bhawan at the 


back and the office of 


the Archaeological 
Survey of India (ASI) 
on the left, the mus- 
eum compound also 
houses the offices of 
the Central Public 
Works Department, 
besides those of 
several others. 

But the paucity of 
space may end soon 
with ASI set to shift 
office from here. 
Raghuraj Singh 
Chauhan, the 
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museums director of 
exhibitions and pub- 
lic relations, is, how- 
ever, cautious in 
putting down any 
date to the proposed 
plans. “These things 
take time,” he says. 
About 1,000 sq. m. of 
additional space will 
be sufficient to build 
at least 10 more 
galleries, besides 
libraries, auditori- 
ums, parking facili- 
ties and cafeterias. 
On the more recent 
plans of the museum, 
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TIMELESS: Rare sculp- 
tures will be displayed 
at Pratimanidhi 


Singh says Pratima 
nidhi, an exhibition 
commemorating 60 
years of India’s 
Independence, will 
be organised here in 
September. It will 
have exhibits selected 
from the excavated 
sites of Bharhut, 
Khajuraho, Nalanda, 
Bodhgaya, Hampi 
and Akota. 

Shalini S. Sharm 





Gala Time: Fireworks above the Singapore financial district during the 
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city-state's 43rd Independence Day celebrations 


I"T BUSINESSWORLD 


LUXURY 


Yachting glory 





FANTASY FICTION: 
‘A’ may be the last word 
in extravagance 


WHEN CHRISTOPHER 
Moore wrote Fluke or 
I Know Why the 
Winged Whale Sings 
in 2003, which talked 
of vessels built in the 
shape of whales or 
whales that were 
actually ships, it was 
described as absur- 
dist, fantasy fiction. 
Back in 1870, Jules 
Vernes Nautilus in 
Twenty Thousand 
Leagues Under the 
Sea was described as 
the stuff science 
fiction was made of. 
But cut to the present 
and something float- 
ing on the waters of 
Baltic Sea these days 
has nothing fictional 
about it. It’s a unique 
yacht. Owned by 36- 
year-old Russian 
billionaire Andrey 
Melnichenko and 
named pretty econo- 
mically as A, unlike 
everything else in it 
that is the last word 
in extravagance, the 
boat had for long 
been the topic of 


imlvogue 


discussion in yacht- 
ing circles. There 
were debates over 
whether it was a 
warship or a submer- 
sible till the truth 
emerged and turned 
out to be crazier 
than fiction. 

Unlike conventio- 
nal yachts, this 390-ft 
vessel has no open 
decks or lounges to 
laze around. It is 
closed like a helmet 
and is said to have a 
knife-like sharp hull. 
Built more on the 
lines of a 20th cen- 
tury warship, A is 
said to have an over- 
sized bed perched 
atop a rotating tower 
that gives a 360-deg- 
ree view of the sea. 
The ship is designed 
by French designer 
Phillipe Starck who 
has described his 
baby as “more a fish 
than a building”. Had 
Verne been living 
today, he would have 
been happy to see his 
dream come true, but 
Moore must be won- 
dering about patents 
and copyrights. Eh? 

Shalini S. Sharma 


BON VIVANT 


Priceless posters 


IN POPULAR INDIAN CULTURE, MOVIES 
are a defining point, with most 
Indians able to relate easily to their 
favourite movies. So, it is no 
surprise that movie posters, 
especially the vintage variety, 
comprise an emerging trend in 
popular art forms. 

Earlier, flea markets were a 
starting point for movie posters, but 
now, even art galleries have begun 
taking them seriously. At a recent 
auction in Delhi organised by 
Osian’s, India’s indigenous art 
auctioneers, a Russian edition pos- 
ter for the hugely popular Kabu//- 
wala (1956) sold for Rs 2,28,000, 
making it the most expensive Indian 
movie poster. At the same auction, 
a poster for Raj Kapoor's Sangam 
(1964), Indian cinema's first colour 
movie, sold for Rs 2,10,000. 

At its first auction of movie 
posters in 2005, Osian's saw an 
average price of Rs 10,000. Three 
years later, the average price has 
climbed to Rs 58,000 — a more 
than five-fold increase. Prices are 
expected to go further up as more 
galleries, dealers and collectors pick 
up the cue. 

"We had numerous inquiries," 
says Siddharth Tagore, director of 
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Art Konsult and curator of a recent 
show of cinema posters and movie 
memorabilia, in the capital. “This 
market is sure to grow manifold in 
the future.” 

Many artists (M.F. Husain being 
the most famous) started their 
careers designing film posters and 
hoardings. Upcoming Delhi-based 
artist, Prasad Raghavan, a graduate 
from Trivandrum College of Fine 
Arts and a movie buff, designs 
posters with his own interpretation. 
He uses popular film titles and 
gives them a satirical spin, at times 
borrowing from the original. His 
works, starting at about Rs 1 lakh, 
are large format (4-6 ft in height) 
and in multiple editions. 

When picking up posters, pick 
iconic films that are likely to have a 
demand in the future. You can 
procure a poster at your local 
cinema hall and build a collection 
for free! Some recent movies, the 
posters of which may be in demand 
in future are Bunty aur Babli, Chak 
De India and Taare Zameen Par. 

It is difficult to predict box-office 
results for a movie, but movie- 
posters are surely doing well at the 
art-market box office! 

Anubhav R. Nath 





Indian Bankings 
Turnaround Queen 





BROWSING 


Pradeep Sen 
Managing Director, 
NCR Corporation, 
India 

| am currently reading 
Execution: The Discipline 
of Getting Things Done by 
LARRY BOSSIDY and RAM 
CHARAN. The book 
defines the true meaning 
of leadership from an 
implementation point of 
view. It is well-written 
and gives sound, 
practical advice on how 
to make things happen. It 
also gives good insight 
into how leadership 
becomes a key to achieve 
ongoing financial goals. 
It is definitely worth a 
read. There are two other 
books on my reading list 
at the moment: Good to 
Great by Jim Collins and 
The 4-hour Workweek 

by Timothy Ferris. 








by raghu mohan 


A NEW BEGINNING THE TURNAROUND 
STORY OF INDIAN BANK BY RANJANA KUMAR, 
TATA MCGRAW-HILL; PAGES: 301; PRICE: Rs 675 


ONCE UPON A TIME, THE CHENNAI-BASED INDIAN 
Bank epitomised all that was wrong with the 
country’s banks. Indiscriminate lending, poor 
corporate governance, political interference — 
name the evil, and one could be sure of finding 
it in the bank. In the mid-1990s, its then chair- 
man and managing director, M. Goplalakrish- 
nan — whom many allege presided over its fall 
from grace — made the outlandish observation 
that “NPAs (non-performing assets) are a mat- 
ter of perception”. 

Understandably, the bank came to be an ob- 
ject of derision. Today, the bank has been to hell 
and is back. It went public in late 2006, and de- 
clared its first dividend in 10 years that very 
year. It is this turnaround in the banks fortunes 
that Ranjana Kumar analyses in her book 
A NEW BEGINNING: THE TURNAROUND 
STORY OF INDIAN BANK. 

When Kumar took over as head of Indian 
Bank in June 2000, it looked like a hopeless 
task, a lost cause. The bank had been headless 
for some time; senior state-run bankers just did 
not want a career posting as its helmsman. The 
bank had no net worth, employee morale was at 
its nadir, and there was a pile of dud loans to re- 
cover from a gallery of rogues. 

The only silver lining was that the Centre was 
ready to extend a financial lifeline to recapi- 
talise the bank; just like in the case of several 
state-run banks. 

So, what was it that a job at the bank offered? 
Well, it was the challenge of scripting a brand 
new story. Kumar offered herself for the job. No 
man was man enough to take on the task; and 


RANJANA KUMAR is the first woman officer to head 
an Indian public sector bank. She started her career 
in 1966 with the Bank of India, and went on to 
become general manager and chief executive officer 
of the bank's US operations. Later, Kumar took over 
the Indian Bank and turned it around, which led 
The Economist bestow upon her the sobriquet of 

a ‘India’s turnaround queen’. 


thus Kumar became India’s first woman to head 
a bank. 

The book details the tough journey that Ku- 
mar and a committed team undertook to clear 
up one of India’s biggest banking mess. Yet, de- 
spite all the efforts that have gone into the book 
— undoubtedly a rare one on a bank's turn- 
around in India — it tends to get too bogged 
down in details. 

It lists issues that any turnaround institution 
has to contend with — such as diagnosing the 
ills, identifying the cures, crafting a strategy for 
revival and, finally, ensuring that a robust sys- 
tem is put in place so that such a Himalayan 
blunder is not repeated. 

There are reams on the technical aspects of 
banking, which is of very little lay interest. The 
narrative is dull and reads like an airbrushed in- 
spection report of the Reserve Bank presented 
as a first person account. And much of what has 
been put together is already floating in public 
domain; there is nothing much by the way of 
the incremental in the book. Disappointing, 
given how insightful this particular narrative 
could have been. 

There is also a more than strong emphasis on 
the author’s central role in the whole drama — 
the book showcases the glowing tributes paid to 
Kumar for her stellar performance. Large 
swathes look straight out of a graduate’s text- 
book on banking. An entire chapter ‘The Art 
and Science of Turnaround’ is nothing but stuff 
that can be found in any low-grade manage- 
ment journal. 

Frankly, Kumar has lost a great opportunity 
to tell us how the mess at the Indian Bank came 
to be right under the nose of the Reserve Bank. 
For instance, it does not tell us what the central 
bank’s nominees on Indian Bank’s board were 
doing when flagrant 
violations of banking 
guidelines were going 
on. Did they demand 
an explanation? Did 
they object? If so, how 
come they came to be 
ignored? From where 
did the power to 
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thumb their nose at the central bank stem 
from? How were political pressures used to in- 
fluence decision making at the bank? 

Asa veteran banker, Kumar could have told 
us more about how the state-run banking sys- 
tem works; about the pulls and pressures that 
go into decision making. A key area that has 
been glossed over is the level of corporate 
governance in both banks and, in particular, 
borrowing firms, and the extent to which the 
latter will go to lubricate the banking system. 
The point is that banks are custodians of public 
trust; the failure of or abuse by a bank affects 
the economy much more than that of an indi- 
vidual firm. 

Kumars book, sadly, does not throw light on 
these issues. Much more was expected from 
someone who is an insider, and is now a vigi- 
lance commissioner. 


SELECTION 1 


Olympics 


Of Pride And 
Recognition 


OLYMPICS 

THE INDIA STORY 

BY BORIA MAJUMDAR AND NALIN 
MEHTA, HARPERCOLLINS, 
PAGES: 379; PRICE: Rs 695 





THOUGH INDIA IS HOPING TO HOST THE 2020 
Olympics in Delhi, Indians are among few peo- 
ples in the world who approach the Games 
without partisan prejudice and sagely equa- 
nimity, for the country has nearly nothing to 
lose, or win, at the Games. It is somebody else’s 
party. However, there have been occasional In- 
dian moments at the Olympics — some joyous, 
some heartbreaking. Also, the Games to India 
have been about more than just sporting glory. 
Nationalism, factionalism, corruption — In- 
dias Olympic efforts have had it all. Majumdar 
and Mehta’s narrative is as much about the 
Olympics’ place in India as it is about India’s 
place in the Olympics. 

Despite British sprinter Norman Pritchard 
figuring as the first person to win an Olympic 
medal for India in 1900, the book reminds you 
that it was not until the 1920 Antwerp Games 
that a team of athletes took part in the Games 
under the country’s banner. That, too, thanks to 
the zeal of an England-bred Dorab Tata, who 
had imbibed the European love for sports and 
wanted India to develop a sporting culture. His 
idea stirred nationalist sentiment as the 
Olympics could be used to win recognition and 
respect for the Indian nation, even though the 





six athletes who sailed to Antwerp hardly cre- 
ated a wave. Thereafter, selecting and funding 
Indian Olympic contingents became an issue of 
pride among Indian princes and a moneymak- 
ing enterprise for some entrepreneurial sports 
administrators. 

Ignore the pompous prose. The content 
alone earns the book its place on any sports 
fans bookshelf. 

—Feroz Ahmed 


SELECTION 2 
~~ Home Truth 
| Inspiration 


A QUICK GLANCE AT THE LONG 
list for this year’s Man Booker 
Prize — which includes new- 
comer Aravind Adiga as well 
as veterans Amitav Ghosh 
and Salman Rushdie — is 
enough to convince anyone that English litera- 
ture from India, about India and by Indians, 
continues to generate both critical and popular 
interest. In INDIAN WOMEN IN THE 


HOUSE OF FICTION (Zubaan), Geetanjali 


Singh Chanda takes a closer look at this body of 
literature, both in India and the diaspora. 
Chanda looks particularly at the works of 
Indo-English (Indians writing in English) 
women writers, and the way they talk about 
home — both as literal as well as metaphoric 
spaces. Therefore, havelis, bungalows, apart- 
ments, India and the diaspora, all become a site 
of analysis for Chanda. She observes: *In most 
novels, the domestic space becomes the site of 
female friendships and of charged man-woman 


relationships. Gender and identity seem em- 


bedded in the ground-plan of the havelis, and 
some aspects of that lifestyle are carried over to 
the more modern bungalow dwellings.” 

Starting with the period of colonialism, to the 
nationalist struggle, to independence and the 
contemporary moment, Chanda highlights 
how, for most women, it is the home which be- 
comes a site not just for negotiation of individ- 
ual identities, but also national discourse. She 
looks at how women writers recreate an idea of 
home through their fiction. 

Among others, she has referred to the works 
of Kamala Das, Meena Alexander, Shobaa De, 
Namita Gohkale, Kamala Markandaya, Gita 
Mehta and Meera Syal. 

Though a little tough going for the non- 
academic reader, the book is a gem for anyone 
with a real interest in Indo-English literature. 

—Sumati Nagrath 
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ALERT 


THE DARK SIDE: 
THE INSIDE 
STORY OF HOW 
THE WAR ON 
TERROR TURNED 
INTO A WAR ON 
AMERICAN 
IDEALS 

BY JANE MAYER 
DOUBLEDAY 

With this book, New 
Yorker correspondent 
Jane Mayer tears away 
even the last shred of 
credibility surrounding 
the Bush administration. 
With tenacity and 
irrefutable logic, Mayer 
shows how Bush and his 
cronies consistently used 
the war on terror to 
undermine the most basic 
civil rights of average 
Americans. She 
highlights the anti-terror 
policy, extraordinary 
renditions and indefinite 
detentions without due 
process as some of the 
tools deployed to achieve 
that. This book is already 
being hailed a ‘must read’ 
for those wanting to 
make sense of 
contemporary America, 
and where it is headed. 
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Time for the Northeast to taercenthe stage again. 
The biggest ICT, conference in the Northeast is back. 


NICT 20001 
_ The Biggest ICT Conference in Northeast | 


The Telegraph 


To participate as a Sponsor or to attend as a Delegate wire up with: Delhi: Bijeet Guha +91 9811241656; Mumbai: B 
Ghosh +91 9819022145; Bangalore and hg tons Amitava Sarkar +91 9742393255; Chennai: Rajiv Reddy +91 9847 
Calcutta: Rudrashish Nag +91 983131011 mnaqa Clement Almeida +91 9854051314 
For more details on the event log onto our website: www.indianict.com 
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Fortifying the Future.With Steel. 





MSP has emerged as a Rs.1,000 
crore self-reliant steel 
conglomerate, manufacturing a 
wide range of products Sponge 
wt (ron, Power, MS Billets, TMT Bars 
linked to the value chain. At other 
end of the _ | 

growth pyramid, it is structural > 
and pellet plants that are taking 
the organization on a fast forward | 
expansion drive. 

As a premier steel manufacturer with UNFCCC 
accreditation for Carbon Credits and Thermax technology 












licence from HSE, Germany 
for TMT Bars, MSP, armed 
with an integrated steel 
complex, has ensconced 
itself with a pan-India 





presence under the brand name “MSP GOLD". MSP is 


evolving as a prime player in the 
g national and global steel market. 







IMS 


THERME X TMT BARS 


Corporate Office : MSP STEEL & POWER LTD. 
16/S, Block 'A' New Alipore, Kolkata-700 053 
Phone : 91-33-40057777, 24570038, Fax:91-33-2458 2239 
E-mail: marketing@mspsteel.com, Website: www.mspsteel.com 
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Booming with 


LET LÀ =< 

infinite growth 
Dr. Debesh Das, Minister-in-Charge for State 
Information Technology, West Bengal spoke at 
length to Businessworld about the high-voltage 
development occurring in the Bengal IT segment $ 
and the future prospects of the Industry. 





Q. The tech scene in Kolkata is 
maturing at a jet speed and Information 
Technology showstoppers like Tata 
Consultancy Services, Wipro, 
Cognizant Technology, Capegemini 
and IBM are shining stars in the 
Information Technology firmament of 
the city. What are the latest 
developments in the Information 
Technology hub? 


The department of Information 
Technology has inked an MoU with 
Wipro and Infosys Technology and has 
offered 90-acre plot to each of them for 
setting up IT special economic zones 
(SEZ). We have identified the land area 
and intend to build an Information 
Technology Park on 1200 acres of area 
in the vicinity of Rajarhat this year. The 
park will come up on public-private 
partnership (PPP) model. There are 
plans of the Information Technology 
department to get a marine cable 
landing station at Digha that will certainly 
boost the IT industry with an easy 
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internet access and allow 
individuals and organizations 
to avail of high bandwidth 
Internet connection at a low 
price. One of the novel 
initiatives taken up our 
department has been the 
launch of an Incubation 
Centre where an individual 
who has the required 
potential can embark upon 
an IT venture within 24 hours 
and this facility is available in 
Durgapur and Kolkata. The 
Information Technology 
department has sanctioned 
four companies with venture 
capitals in January, this year. 
We are imparting a training 
subsidy to the employees of 
the small and medium IT 
companies. 


Q. How is the Information Technology 
sector doing now? What kind of 
prospects does it offer? 


The growth of Bengal Information 
Technology sector was 45. per cent 
when the growth at the national level 
was 29:per cent last year. We expect a 
high level of growth this year. According 
to a recent study conducted by Dun 
and Bradstreet of the United States, 
the city of Kolkata has been leading the 
National Capital Region, Chennai, Pune 
and Hyderabad in the Small and 
Medium Entrepreneur IT sector. 


Q. Who are the new Information 
Technology biggies setting foot in the 
state? 

Apart from Wipro and Infosys 
Technology, we are hoping that almost 
all the top information Technology 
players will have their shops in Kolkata. 
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Each IT company in the city is on the 
growth binge. 


Q. What initiatives have been taken up 
by your department to develop 
Information Technology in North 
Bengal? 

Quite recently, the department of 
Information Technology has acquired 3 
acres of land area at Siliguri with the 
purpose of developing an Information 
Technology Park called Webel IT Park. 
At Durgapur, our department has taken 
up 2 acres of plot to establish an 
Information Technology Park. Videocon 
Group has sought 25 acres of land at 
Dabgram near New Jalpaiguri. 


Q. How do you visualize the future of 
Bengal Information Technology? 


The Bengal Information Technology 
industry is moving at a very rapid pace 
and we expect a lot of developmental 
changes by 2010. Our growth rate is 
quite high and we are offering space to 
those companies specializing in areas 


Of semiconductor, wireless and 


multimedia animation at India Design 
Centre, Salt Lake. m 
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Details of Dividend offerred by MSTC 











Year % of Dividend 
2006-2007 540 
2005-2006 498 
2004-2005 349 
2003-2004 171 
2002-2003 83 
2001-2002 42 
W" 2000-2001 35 
1999-2000 33 
1998-99 25 
1997-98 20 
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Kolkata (033) 22900964 @ Mumbai (022) 22886261 @ New Delhi (011) 23214201 @ Chennai (044) 25219004 


® Bangalore (080) 22260054 @ Vishakhapatnam (0891) 2746948 @ Vadodara (0265) 2339672 @ Bhopal (0755) 2552241 
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It comes as really good news to hear 
that Coal India Limited (CIL) has 
achieved reasonably sound growth in 
coal production in today's global times. 
Ranked as the largest coal producing 
organization across the globe; Coal 


Pa rth a 


S Bhattacharyya, Chairman, CIL 


of open cast mining goes.on, then open 
cast mines will be exhausted 35 years 
down the line. It is essential for us to 
concentrate on the technology of 
underground mining. Our coal company 
is emphasizing on underground mine 


Catalyzing 
industrial 


Coal India is passing through a favourable period in coal production and IS 
stressing more on underground mining technology to improve its production 


in the distant future. 


India is positioned to meet nearly 46 
per cent of primary energy requirements 
in the country. It is providing coal at 
1/8rd of global coal prices. CIL owns 
eight subsidiaries that look after the coal 
reserves and is contributing more than 
Rs.5000 crores annually to the 
exchequer in the form of dividends and 
taxes. | 


Since quality cannot remain consistent 
in open cast mining projects, CIL has 
decided to wash coal as mined, in order 
to improve the quality quotient. As of 
now, around 20 per cent of coal is being 
washed and the coal major intends to 
purify 60 per cent of coal by setting up 
18 washery units on built-operate- 
maintain (BOM) basis. Tenders have 
been floated and the coal producing 
giant intends to make use of best global 
technology for washing coal. CIL 
extensively makes use of open cast 
mines for the production of coal. 
Explains Partha S Bhattacharyya, 
Chairman, Coal India Limited, 
"Underground mining being expensive 
has now declined from 65 million tonne 
(8096) at the time of nationalization to 
only 43 million tonne (13%). If this trend 





projects on turnkey basis. The decline 
in the production of coal from 
underground mines has been arrested 
last year. Our current coal production 
from underground mines is 3.86 lakh 
tonne more than same period last year. 
We hope that the production will 
increase to 25 per cent (500 million 
tonne) in a period of 30 years. We are 
introducing high quality equipments for 
underground mining like Powered 
Support Longwall Faces and 
Continuous Miners." The supply of 
equipments should guarantee 
development in production. 


The environmental effects of mining are 
of major concern and CIL has left no 
stone unturned to initiate land 
reclamation work of the degraded land. 
Informs Partha Bhattacharyya, "Coal 
India has ordered for satellite surveillance 
of all restored land in open cast projects. 
We have undertaken Corporate Social 
Responsibility and provide employment 
avenues and compensation package 
to land losers. Community Engagement 
is an important component of the 
recently notified R&R Policy where 
communities are encouraged to 
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participate effectively in the process of 
development being also beneficiaries 
of the process." 


Coal India is also eyeing to acquire 
mines overseas and is keeping its 
options open to explore mines in 
Mozambique and Indonesia. CIL forms 
one of the five shareholders of 
International Coal Ventures Limited 
(ICVL) while the others are SAIL, RINL, 
NMDC and NTPC. The coal producer 
has charted a growth of 5.2 per cent 
last year and is targeting to achieve a 
growth of 7.6 per cent in the ongoing 
fiscal. : 


In the face of resurgent Bengal, 
comments Partha Bhattacharyya, 
"Bengal does not provide ample 
opportunities in coal mining although 
Eastern Coalfields is concentrated in 
the state. The underground mines have 
become old but production can ride an 
upward trend with the rationalization 
and integration of these mines." The 
eastern states are making a strong pitch 
to attract investments and the respective 
state governments are endeavouring 
hard to promote the industrial growth. 


= 






"The east is a vast repository of mineral 
resources but has never realized its 
potential earlier. The development of 
economy of eastern states has not been 
consistent and there can be possibility 
of enormous growth if mining-driven 
growth is adopted. The Corporate Social 
Responsibility needs to be highlighted 
to develop the mining industry. We 
should leverage on coal or other mineral 
deposits to develop other areas in the 
east," sums up Bhattacharyya. 8 
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Expanding the spectrum of 


Different states. Different communities. Different people. Different 
aspirations. United Bank of India has always touched lives with happiness. 
With value-added banking services. A constantly growing network of multicity 
branches and ATMs. Friendly loans and internet banking... and much more. 


A fine balance of state-of-the-art and state-of-the-heart. 


Life/Non life Insurance and 
Mutual Fund products available 
at designated branches. 


Any Branch Banking and Internet 
Banking facility at over 555 CBS 
branches on date & growing. 


100% computerized 
branches. 


Pan India presence 
with 1415 branches 
on date. 











'* United Bank of India 


(IRA RPR Omer oa) < (A Govt. of India Undertaking) 


gmap ÀP The Bank that begins with U 


Visit our website : www.unitedbankofindia.com Toll-free Helpline : 1800 345 0345 
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Driving on Foreshore Road in Howrah 
is now a dream for motorists and those 
driving high speed vehicles. Thanks in 
a large measure to the sincere efforts 
made by Hooghly River Bridge 
Commissioners (HRBC) to renovate the 
road into four-lane. As a developmental 


agency of West Bengal government, 





ES 
S R Banerjee, Vice Chairman, 


HRBC has its hands full in a 
kaleidoscope of infrastructural projects 
that have been implemented in different 
phases. The organization believes in 
churning out infrastructural projects in 
keeping with quality and time and hosts 
weekly meets to clear the project delays. 
It is also looking to spruce up the 
connectivity network from north to south 
Howrah and take up the construction 
of Service Road to make it negotiable 
for light moving vehicles. Once the 
Service Road is completed, the 
residents from Behala and other parts 
of Kolkata can travel faster to make it 
to Howrah station. Down the years, the 
organization commissioned the 
construction of Second Hooghly Bridge 
in '90s. 

The other high priority projects that are 
in progress are concretization and 
relaying of tram tracks from Hazra to 
Tollygunge and Hazra to Mominpur in 
Behala. Sprawling over a length of 6 
km, the renewal work of tram tracks will 
be over by September, this year. It will 
also start off the relaying of tram tracks 
spreading over a length of 1.25 km at 


has been the construction of Garment 


On Revamping 
Drive 


Industrial development is gaining momentum in Bengal 
and HRBC is eager to make the city contribute to the 
growing aspirations of its residents with a diverse 
HRBC spectrum of developmental projects. 


Shyambazar Five-Point Crossing and 
will extend till Circular Canal. According 
to Swadesh Chakravorty, Chairman, 
HRBC, "Once the projects are 


sanctioned by the state government, 


we move ahead with the work. One of 
the landmark projects of our nodal body 
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Park, a 17-storied structure that will 


have a floor space of 2.70 lakh sq. ft in 


the vicinity of Vidyasagar Setu. The park 
will serve as an export promotion zone. 
The project will span for a period of 18 
months." The developmental 
organization will make use of its own 


funds for the construction of the project 


without involving any private groups. 





The construction of Nagerbazar flyover 
involving a project cost of Rs 61 crore 
Is awaiting the approval of Jawaharlal 
Nehru Urban Renewal Mission (JNURM). 
Plans are afoot to begin the work for 
the project by this year end. In the 
adjoining area of the proposed Garment 
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Park, the agency is also planning to set 
up an Information Technology Park and 
the Detailed Project Report (DPR) has 
been submitted. The proposed IT Park 
of Rs 150 crore will have a floor area of 
4.3 lakh sq. ft and work will begin 
sometime this year. Says Sadhan 
Ranjan Banerjee, Vice Chairman, HRBC, 
"Our organization is funding the 
construction of Salkia flyover and has 
engaged Howrah Improvement Trust 
(HIT) as an implementing agency for the 
project. The successful completion of 
six-lane Arterial Road at New Town, 
Hajarhat has been a proud achievement 
of our organization. We are also initiating 
the work for building Canal West Road 
that will pass from Barrackpore Trunk 
Road Crossing to Manicktala Main Road 
extending over a length of 2.6 km. The 
project will end by March, next year." 
Avers Sadhan Bannerjee, "On the banks 
of the Canal West Road, we are 
considering to spruce up the area with 
parks, landscape gardens, forestry, 
Kiosks and parking zones." 


The organization is also concentrating 
to develop bus terminuses at Dum Dum 
Park on VIP Road, Garia, Thakurpukur 
| and Behala. It has 
already completed the 

. Work for development of 
bus terminuses at 
Kudghat and Birati. 
Tender has been floated 
to develop the bus 
terminus at 8B bus 
stoppage, Jadavpur. 
Besides, it is involved in 
a plethora of projects of 
the sports department. 
The development group is focusing on 


-establishing two buildings for East- West 


Metro project in a bid to rehabilitate the 
evicted people from Bowbazaar with 
shopping establishments and to 
accommodate offices of the said 
organization. 8 
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Bengal is famous for fish...Soon it will be famous for chips ! 


Another First from Bengal - India Design Centre. India will soon have the first of its kind “India Design Centre" 
in Kolkata, West Bengal - India’s first ever Semiconductor Design Hub, with world class facility to cover the entire VLSI design 
spectrum. The India Design Centre will not only give a boost to the high end Technology and the semiconductor sector but will 
provide the entire ecosystem for the VLSI industry in one integrated building. This twenty storied building will have dedicated 
floors for specialized training facilities on VLSI design, an incubation facility fitted with necessary EDA tools, testing and packaging 


areas, besides commercial space for the companies. Multi-level covered parking space is also available. 


This Green Facility conforming to international standards, is being set up by Webel and Infinity Infotech Parks Ltd. on a PPP 
model, in the Salt Lake Electronics Complex, Sector V, the city’s IT hub and will be operational by 2009. 


This "one-stop-VLSI-shop" will be spread over 2.6 lacs sq.ft. and will have a bouquet of modern amenities that suit all workplace 
needs, providing a state-of-the-art wired workspace for the Semiconductor companies opting for West Bengal as their destination 
for future operations. 


Department of Information Technology We pel 


Government of West Bengal nisse ooi 


DESTINATION KOLKATA 





www.itwb.org www.webel-india.com 
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Successful endeavour 


in trade financing 


Malay Sengupta, Chairman-cum-Managing Director, MSTC Limited takes 
time out to speak to Businessworld on the growth and prospects of back 
to back business support introduced by the exclusive trading house to offer 


a helping hand to other organizations. 


Q. The scrap disposal organization 
ranks as the premier house in India to 
implement back to back business 
support system. What prompted your 
prominent public sector trading house 
to adopt the system? 


The process of back to back business 
support system took off in the year 
1998. As long as MSTC was a canalizing 
agent, the Indian actual users were 
required to register their demands with 
the scrap disposal group; make financial 
arrangements and thereafter our 
organization could import only to the 
extent such financial coverage was 
made and only then the aggregate of 
financial coverage would amount to ship 
load for a particular post. In other words, 
this paved the way for back to back 
import since the scrap disposal group 
would enter into a contract with a foreign 
supplier only after finalizing sale with 
Indian buyers. After serving as a 
canalizing agency, our organization tried 





to act as a merchant importer implying 
that the scrap disposal company would 
import first and then try to sell it in the 
country. In this process, the 
leading scrap disposal 
Organization had to 
encounter the risk of price 
fluctuation in the market while 
the system was prevalent 
from 1992 till 1995. 
MSTC began 
encountering 
problems in the year 

1996 when it began 
importing about four  *"" 
ship loads at the prevailing 
international price; but by the 
time the cargoes arrived, the 
prices had dropped around 
35 per cent. The consequential 
problems faced completely 
wiped off the scrap disposal 
house. 


Hence MSTC had to find an 
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alternative way to isolate itself from the 
price fluctuations in the global market. 
It was during this period it became 
necessary to fall back upon the back 
to back contract system. In other words, 
the Indian buyer had to agree to the 
specifications, price and delivery terms 
et al offered by a foreign seller, before 
the scrap disposal major could place a 
purchase order on the foreign seller. 
Once this decision was made, the 
debatable question surfaced that why 
should the Indian buyer involve MSTC 
in the process? The answer was 
obviously trade financing. Any buyer 
who could shell out the entire cargo at 
a time would certainly not approach 
MSTC. On the contrary, the metal scrap 
player would not be comfortable to 
make the import merely on the verbal 
assurance of an Indian buyer. Hence a 
system of security deposit was made 
in which it was essential for the Indian 
buyer to pay a part of the price of cargo 
in advance before our organization 
would place the purchase order on the 
foreign seller. 
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Stil there was a question of ownership 
of cargo. Let's say that a buyer has 
paid 20 per cent of the value of cargo 
earlier. With the arrival of cargo, 80 per 
cent value will remain unpaid apart from 
the service charges of MSTC. Hence 
two options were offered to buyers that 
either he could make financial 
arrangements that would include all 
outstanding payments and take 
possession of the entire cargo or the 
scrap disposal provider would retain 
possession of the cargo and release it 
in a piece meal manner on cash and 
carry mode. 


Q. Could you point out the risks 
encountered by an organization with 
the adoption of back to back business 
support system? 


Before | mention of risks, it is essential 
to take a look at the disadvantages 
since the risk of price fluctuation is taken 
by the buyer and the sourcing is often 
performed by him. MSTC has extremely 
low profits in such deals. There are two 
kinds of risks involved. If the Indian 
buyer is an actual user and due to some 
reason, the factory shuts down, then 
the problem arises. Also if the Indian 
buyer happens to be a trader and the 
global prices fall drastically and the likely 
losses exceed the security deposits, 
then such a buyer is most likely to 
abandon the contract. 


Q. What has been the success rate of 
the system among your clients? 


The system has been successful and 
over the past 10 years, MSTC has 
churned out business on back to back 
contract of Rs 29,000 crore. Starting 
with a modest figure of Rs 82 crore in 
1998-1999 when this model took shape, 
the volume increased to approximately 
Hs 4,000 crore last year. The losses 
have been to the tune of 0.1 per cent 


of the volume of business and on 
average over last 10 years, the income 
generated has been Rs 29 crore per 
annum. Hence the module has been 
fairly successful. 


Q. What kind of turnaround has the 
system brought for your organization? 
How far the system is relevant is 
today's era of industrial resurgence in 
the east? | 

During the period of rapid industrial 
growth, there are organizations that 
embark upon expansion programmes 





but the growing need for working capital 
is not readily met by the financial 
successes. Owing to high volatility in 
commodity prices, if the price of a 
commodity suddenly increases manifold 
as it has been in case of iron ore or 
crude oil, then obviously the need for 
working capital rises which is not readily 
provided by the financial sector. At such 
times, our back to back business model 
emerges to rescue the industry. We 
generally do not expect any of our 
customers to continue for a long time. 
Once the expansion project is over and 
with financial stability, we wish that such 
customers to become independent. It 
has happened with at least two 
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companies who were our customers 
from 1998 to 2004 and had since 
upgraded their financial health to a 
sound extent. Without the support of 
MSTC, it would not have been possible 
for these organizations to survive the 
period of trials and tribulations. 


Q. Could you emphasize upon the 
financial prospects of your organization 
with the adoption of back to back 
business support system? 


The need for the system will continue 
to grow. Apart from our organization, 
there are a number of companies who 
are into providing similar services. With 
the growth of industrialization and plans 
becoming more stringent, asset 
reconstruction companies that are not 
providing working capital to the assets 
taken over by them, the opportunities 
will remain. We expect that the volume 
will touch Rs 10,000 crore in 2008- 
2009. However, in the long run, our 
organization has to emerge as a trading 
house bearing the risk of price 
fluctuations on itself. This will certainly 
help in losses in a few transactions but 
also reap healthy profits in other 
transactions. 


Q. What are your plans in the pipeline 
to augment the system for future 
development? 


In our endeavour to become a full- 
fledged trading house, we are in an 
advanced stage to ink joint ventures in 
areas of logistics and warehousing. We 
are hopeful that these joint ventures will 
start functioning by this year. Our premier 
departmental stockyard at Haldia has 
been built at a cost of Rs 10 crore and 
will be partially commissioned sometime 
between September to October, this 
year. B 
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Riding on a new academic passage 


Under the surrogate of MCKV Group of institution, Madhuthali Vidyapeeth added a new dimension 
in the universe of education. It created a rainbow in the academic pursuits. The Vidyapeeth has 
been located in Madhupur, Jharkhand, about 80 km from Asansol and 60 Km from Chittaranjan. 
A hostelised accommodations : seperate for boys and girls with highly qualified teaching staff 
provide best of the character-building coaching in terms of both theoretical and practical segments 
in English medium academic structure. Also the vidyapeeth bears the proud privilege of Guest 
House of visiting parents. 

Identical emphasis was laid on curricular, co-curricular and extra-curricar pursuits. In addition 
hygeinic foods served to all interns who study from Std. III to XII affiliated to ICSE and ISC 
(Plus II) in English medium segment with national values. 


— 





Affordable Fee Structure @ Sprawling campus over 40 acres of land 
Separate Hostel for Boys and Girls @ Science Park, Mountaineering, Archery, 
4 hrs. journey from Kolkata Horse Riding etc. 

Emphasis on Indian Value & Culture @ Swimming pool under construction 
Highly qualified, trained, dedicated and @ Facilities like modern Gym, Lawn Tennis, 
Volley Ball, Basket Ball etc. are available 


experienced teachers 


School Campus : Madhupur, Dist. Deoghar, Jharkhand-815353 
Telefax : 06438224294, Phone : 09234106469, In Kolkata : Aparna-09433191283 


E-mail : info@madhusthali.com Website : www.madhusthali.edu.in 


onandadv@vsn!_net 
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INDUSTRY SPECTRUM 
Going beyond East 


P K Gupta, 
Chairman-cum- 
Managing 
Director, United 
Bank of India 
focuses on the 
bold initiatives 
adopted by the 
bank to leap forward with the industrial 
revival of eastern states. 






be 


P K Gupta 


Q. UBI is well positioned to emerge 
as a complete financial service provider 
to cope up with the demands of the 
customers. What are the current 
achievements of your bank? 


At the end of the first quarter of the 
current fiscal, our total business was 
Rs 71,967 crore clocking a year-on- 
year growth of 17.8 per cent. The 
deposits stood at Rs 44,970 crore 
recording an annual growth of 17.2 per 
cent while the advances were Rs 26,997 
crore notching up a growth of Rs 18.8 
per cent. The interest income has 
increased by 21.5 per cent and the net 
profit has dipped to Rs 42.54 crore. 
The Capital Adequacy ratio has 
improved to 12.89 per cent as on June, 
2008. In the context of quality loan 
assets, our Gross NPA ratio has 
improved to 2.73 per cent as against 
1.57 per cent last year. There has been 
an increase in net NPA ratio by 1.18 per 
cent. The productivity level of average 
business in each branch has risen from 
Rs 43.69 crore as in June, 2007 to Rs 
51 crore in the current fiscal. 


Q. The bank is trying to emerge as a 
pan India bank. Has there been any 
movement on the particular front? 


In order to ensure a pan India presence, 
the bank is aggressively opening 


branches in Northern, Central, Western 
and Southern zones of the country. The 
bank has come up with 57 new 
branches within a span of one year. As 
of now, it has 1415 number of branches 
and is poised to have more than 1500 
branches all over India by March, next 
year. 


: Q. The bank is well known to provide 


an impetus to the agricultural growth 
of the state. Do you have any schemes 
to uplift the rural economy of the state 
and the eastern region? 


The bank participates in the 
developmental activities of agriculture 
and other priority sectors for boosting 
the rural economy of Bengal and other 
states of the eastern region as well. It 
has sponsored one Regional Rural Bank 
in Bengal and provides liberal financial 
assistance to cultivators for agricultural 
and allied activities. In an attempt to 
recognize rural customers including both 
depositors and borrower farmers with 
a sound track record, the bank has 
unveiled a scheme entitled “United 
Gramyashree Yojana." 


Q. What has been the role of your 
bank in offering a thrust to the Self- 
Help Groups ? 

The bank is actively engaged in 
extending credit assistance to Self-Helo 
Groups that form its thrust area. It has 
so far established saving linkages with 
46,000 Self-Help Groups mobilizing Rs 
29.24 crore. Credit linkages have been 
made with 36,355 Self-Help Groups 
involving an amount of Rs 67.43 crore. 
With a view to promote the groups, the 
bank takes up interface programme 
with women Self-Help Groups and 
voluntary outfits for developing 
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partnership and extending credit to 
them. 


Q. How do you perceive the current 
trends in the banking sector of the 
East? 


The eastern region of India is on a 
consistent growth path and is rapidly 
emerging as a vibrant and industrially 
developed region. Bengal forms the 
gateway to the booming economies of 
Asia-Pacific and is on the threshold of 
an industrial renaissance. 


With the ongoing industria! growth, the 
business growth is becoming promising 


in eastern India. Huge opportunities 


exist for the banks within the state in 
the field of agriculture, agribusiness, 
small and medium enterprises and food 
processing industries. The banks are 
now transforming into financial 
supermarkets with the availability of retail 
banking, project financing etc. The 
marketing network has been 
consolidated to explore the 
opportunities. 


Q. In today's global economy, investors 
are taking renewed interest in Eastern 
states of India. What's your take on 
the industrial resurrection of the East? 


The perception of investors on the 
existing opportunities in Bengal is 
evident in the increasing volume of FDIs 
pouring in over the last few years. With 
its predominant presence in the eastern 
states particularly in Bengal, the bank 
has been taking care of the development 
of large, medium and small scale 
industries and extending credit facilities 
to significant industries. As a convener 
of State Level Bankers' Committee of 
West Bengal and sponsor of Bangiya 
Gramin Vikas Bank, it is poised to leap 
ahead with the resurgence of economic 
activities in the state. a 
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Success stories 
just don’t happen. 
They are made. 
Take for example 
a large 
construction and 
zm B infrastructure 
B D Mundhra organization like 
Simplex Infrastructures Limited that 
prides in eight decades of track record 
and has successfully completed 2,100 
projects till date. The infrastructure player 





of milestones on the path of its 
development in recent times. According 
to B D Mundhra, Chairman and 
Managing Director, Simplex 
Infrastructures Limited, "One of our 
major milestones has been the increase 
in annual turnover by Rs 1,100 crore 
last fiscal. Our turnover has increased 
from Rs 1,700 crore to Rs 2,800 crore. 
Other milestones are that we have 
gradually shifted from performing civil 
to mechanical infrastructure projects. 





which forms an essential requirement 
for going global. We have developed 
sound relations with global infrastructure 
players to make inroads on foreign 
shores." 


The rapidly developing infrastructure 
group has tied up with land developers 
in Guwahati, Hyderabad, Kolkata and 
Ranchi to spread its footprints in realty 
business. Offering quality and comfort 
to buyers form the main criteria of the 
organization. 
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churns out a wide range of servicing, 
ground engineering, construction, 
power, industrial, building and housing, 
marine projects and urban infrastructure 
projects on a large scale to remain well- 
spread across the globe. In fact, the 
construction major has received a 
number of prestigious projects last year 
and Middle East has been its much- 
preferred destination for spreading out 
its infrastructural activities. 


The infrastructure company is currently 
. engaged in building 12 cement plants 
and ten metal plants all over the country. 
The organization has clocked a number 
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(=a Infrastructural development is 


= pH : significant to sustain the economic 


I igour of the nation. Armed with 
= decades of successes, Simplex 
=» _/ifastructures is creating many a 
|) milestone in the infrastructure scene 


ERES “Of the country. 
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Our organization has embarked on 
onshore drilling of oil wells in Assam." 
In a bid to meet the demand of skilled 
workers in the country, the infrastructure 
provider has rolled out a postgraduate 
diploma course in construction 
management. The course imparts 
training in areas of quality control and 
safety and trainees are taken to ongoing 
project sites across the length and 
breadth of the country. 


Adds B D Mundhra, "With the launch 
of training course in construction 
management, we tend to raise our 
capacity in the infrastructure scene 
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The infrastructure sector in the east has 
not experienced any substantial change. 
Quips Mundhra, "The east is far behind 
in the infrastructure firmament of India. 
The state governments of the eastern 
states are now making an effort to beef 
up the infrastructure scene. With the 
development of infrastructure, many 
ancillary industries come up breaking 
new grounds in employment. The 
eastern region has to surge ahead with 
other regions of the country in order to 
rise on the industrial map of India in 
future." 8 


TH - 
4] 
ie 


ut 


F. 


P R OE UP S 


773 71 
2225294. 


` Y vy = 
*e.... 


4 
H 
H 
M 
b. 
F 
E 
H 

- l ~ 

3 =f 

Ë 
H 
E 
, 
» 
Ë 
2 


U Bora Tower- Dubai Jindal Power - Raigarh 


fii. ... 


uL INL 


Brigade Bangalore 





INDUSTRY SPECTRUM 


MSP on a Roll 


MSP Group which has taken a giant stride with steel 
making in the East is now gearing itself up for making 
Raigarh in Chhattisgarh a major steel hub. 





Kolkata-centric steel player that has taken off 

in a big way in all the states of eastern zone 

has been MSP Group, a leading name in the 
secondary steel sector of the region. The group is one 
of the largest coal based sponge iron producers with 
manufacturing units in the states of West Bengal, 
Orissa, Chhattisgarh, Andhra Pradesh, Maharashtra 
and Jharkhand. MSP 
has in the past decade 
grown from a Rs.50 
crore group to a Rs. 950 
crore group and has 
evolved from having a 
single product 
manufacturing facility to 
multi-product 
manufacturing group 
within the steel sector. 
The group now has a 
pan-India presence. 
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The present group 
capacity is 7.50 LTPA 
DRI, 1.70 LTPA Pig Iron, 
5.00 LTPA MS Billets, 
2.00 LTPA TMT Bars, 
0.27 LTPA Ferro Alloys, 36 MW CPP. The Group 
proposes to touch 1 million tonne of steel production by 
2010 once the projects under implementation are 
commissioned. Currently the group manufactures 
high grade TMT Bars employing German technology 
and is slated to add heavy structure and alloy/stainless 
steel to its product portfolio. 


It has been allotted two coal mine blocks in 
Chhattisgarh and Maharashtra for its captive use. The 
Chhattisgarh coal project will be commissioned 
sometime in 2010 while the Maharashtra coal block will 
begin production by 2011. 


The group has signed an MOU with the Government of 
Orissa for setting up a 2.6 lakh tpa integrated steel plant 
at Jharsuguda at a total capital expenditure of Rs. 280 
crore, The DRI and Pig Iron Division of the project has 
now been commissioned and will substantially 
enhance the group's capacity and profitability The 
group has further submitted an EO! to Govt of Orissa 
for expanding its capacity to 1.0 million tpa at the same 
. location which is to be set up in phases till 2011. 





P.M.Agrawal, Chairman; Suresh Agrawal, Managing Director; 
Saket Agrawal & Manish Agrawal,Directors. 





MSP Steel and Power Limited (MSPL), the flagship 
company of the Group, spurred on by the success of 
the initial projects, is toying with the idea of going in for 
massive expansion in order to bring down the 
production cost that will incorporate the setting up of a 
thermal power plant of 48 MW and an integrated steel 
plant worth Rs 625 crore. For the purpose, the 
company has also signed another MOU with the 
Government of Chhattisgarh for Rs. 850 Crore for its 
next phase of expansion at its steel complex at Raigarh, 
which will treble its existing steel making capacity. 


The proposed steel project at Raigarh will have facilities 
for DRI unit, coal washery, pellet plant and will own a 
railway siding extending 
4 km. The plant enjoys 
locational advantages 
and is in the vicinity of 
Howrah-Mumbai railway 
track and highway. With 
an annual turnover of Rs 
404.30 crore in the last 
fiscal, the organization 
has set an ambitious 
target to achieve a 
turnover of Rs 600 crore 
in the ongoing fiscal with 
strong cash flows and 
high EBIDTA margins. 
Revenues from the sale 
of Carbon Credits from 
the company's UNFCCC 
registered CDM project -Waste Heat Recovery based 
CPP -are also slated to accrue from current fiscal. 


The allotment of iron ore mines is progressing well and 
the steel group hopes to receive the mines in 
Chhattisgarh within a space of 15 months that will 
eventually bolster the bottom line of the organization. 


Future Endeavours: 


The Group in diversifying and has identified Cement 
and Power as the key future growth areas. It is already 
setting up 1.0 million tonne of cement / clinker in a 
joint venture at Meghalaya. It has also entered into an 
agreement with the Government of Madhya Pradesh for 
setting up a 2.0 Million TPA clinker plant in the state and 
has also sent a proposal to the Govt. of Chhattisgarh for 
setting up another 2.0 Million TPA clinker plant in the 
state 


It is also setting up a 1000 MW Power Plant (IPP) in the 
state of MP and is considering investment in the power 
sector in the states of Chhattisgarh and Orissa. 





the 


Future.With Steel 
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High on vintage quality 
















One of the front-ranking exporters of high quality Darjeeling and orthodox Assam 
tea has been Raghunath Exports from the east that has always been keeping up 


with quality quotient of the beverage. 


A cup of the 
beverage that 
reinvigorates our 
body and mind is 
tea and is deeply 
rooted in our 
Indian culture. One 
Krishnan K Chirimar of the key 
exporters of high quality bulk tea from 
the eastern region of India has been 
Raghunath Exports Private Limited 
headquartered in Kolkata. With a strong 
presence of over five decades in the 
Indian tea industry, the beverage player 
specializes in authentic quality Darjeeling 
tea that has a distinct identity of its own. 
The tea bushes are from China and are 
planted in the lush hill resort of Darjeeling. 


The beverage group owns tea estates 
near North Point in Darjeeling called 


Singtom and Steinthal. There is also 
another tea garden of the organization 
at Jorhat in Assam. It's been past five 
years since the brand Steinthal has hit 
the beverage market and has become 
a trend with beverage lovers. The 
beverage offers a refined taste and is 
simply divine. Says Krishnan K Chirimar, 
Chairman, Raghunath Exports Private 
Limited, "The major exporting 
destinations of our bulk tea are Japan, 
Germany, France, Middle East, United 
States and United Kingdom where we 
have our definite set of buyers. Our 
beverage company believes in 
promoting sound quality Darjeeling and 
Assam orthodox tea to the world. We 
are targeting the beverage market of 
Sri Lanka. We have exported orthodox 
tea in Sri Lanka when there has been 





scarcity of orthodox tea in the global 
market. Exporting good quality beverage 
has. been the focus of our organization 
and it will remain in the coming years. 
We do not have any such plans to enter 
the domestic beverage market. Our 
organization has also made inroads into 
the Russian market where the 
consumption of best quality tea is 
limited." 


Some of the delightful beverage offerings 
among the younger generation include 
iced tea, flavoured tea and fruit tea. The 
beverage used in flavoured tea is known 
as neutral tea. As of now, the beverage 
firm is actively participating in fairs hosted 
by Tea Board and other institutions and 
at exhibitions held in global destinations 
like Japan and other countries. As far 
as the latest developments in the Indian 
tea industry are concerned, comments 
Chirimar, "There are fair chances of 
scaling up the tea production if we are 
abreast of the latest developments 
happening in the tea industry of the 
world." m 








zw Here's something 
B. | waiting to be 
| mentioned for the 
Indian tea sector. 
| A Kolkata-based 
professional group 
that is forever 
H K Chaudhary ready to take up 
challenges in newer areas and establish 


. industrial ventures with sound export 


potential. It can only be Vikram India 
Limited that is into making tea machinery 
and had taken the first plunge in 
manufacturing tea machinery across 
the globe. Looking back through the 
portals of time, it all began in 1975 when 
the company made a sincere effort to 
begin making tea machinery stuff in the 
name of Vikram Forging and Allied 
Industries and today it owns three 


manufacturing factories in Howrah that 
is in accordance with global norms. The 
organization takes up projects on 
turnkey basis and is reputed to provide 
solutions right from conceptualizing to 
coming up with automatic tea 
processing plants. The largest tea 
machinery exporting destination of the 
corporate entity is Kenya along with 
Uganda, Ethiopia, South Africa, Brunei, 
Sri Lanka and Bangladesh. The 
organization has diversified its activities 
in the textile arena and it was sometime 
in 1979, it stepped in Surat in dyeing, 
processing and garment manufacturing. 
As of now, the organization ranks as 
running the largest textile industry in 
Gujarat. It later made inroads in Indore 
to set up a base for retail and textile 
manufacturing. 


Prodigious expansion 
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Back home, the organization has been 
instrumental in establishing a tea factory 
in north Dinajpur and a sponge iron 
plant at Bonai in Orissa. Says an 
emphatic H K Chaudhary, Chairman 
and Managing Director, Vikram India 
Limited, "Our group has acquired land 
at Falta in Bengal to begin a hi-tech 
solar energy park. With a group turnover 
of Rs 500 crore last year, we have 
received recognition for our exporting 
stuff from Engineering Export Promotion 
Council (EEPC)." The eastern states of 
India like Orissa, Jharkhand and 
Chhattisgarh are endowed with rich 
natural reserves and are leading in 
agriculture. Quips H K Chaudhary, 
"Bengal has tremendous prospects to 
grow owing to intelligent human 
resources. At the same time, the state 
government needs to create an investor- 
friendly ambience." m 
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kalyan Bharti Crust 

The Kalyan Bharti Trust is backed by noted industrialists who have zeal to serve the country with their various | 
philanthropic pursuits. The Heritage School and the Heritage Institute of Technology are two such projects implemented 

in West Bengal which today stand as symbols of excellence. The Heritage School is affiliated to CISC and The Heritage 
Institute of Technology is offilioted to West Bengol University of Technology (WBUT) offering vorious courses duly 
approved by AICT E (Al india Council for Technical Education). The trust has recently set up The Heritage Academy to 
offer anecidlued courses in higher education. Future plans include a medical ond dental college and an institute of law. 











The Heritage Academy 


BBA (H) 

BCA 

Bachelor of Media Science* 

Bachelor of Animation and Film Technology* 


Heritage Institute of Technology 


B Tech programs 

Computer Science & Engg 

Electronics and Communication Engg 
Applied Electronics and Instrumentation Engg 
Information Technology 


Chemical Engg Future Plans 


Biotechnology 
P. G. Diploma courses in 


M Tech programs Tea Business Management 
Computer Science & Engg Real Estate & Construction Management 
Applied Electronics and Instrumentation Engg Fashion Technology 


———— nm 


Biotechnology 


Management Education Centre 


MBA (Day & Evening) 
MCA * Approval awaited 


Advantage Heritage 


Highly competent faculty e Excellent placement e Well equipped and spacious AC clossrooms & labs e Vast 
library (Centrally air conditioned) automated with LIBSYS and OPAC e Hostel accommodation 


The Heritage Academy 


Chowbaga Road, Anandopur 

PO.: Eost Kolkata Township, Kolkota 700107, India 
Ph: +91 33 24430454/56/57 

Fax: +91 33 24430455 

Email: admin@theheritageacademy.in 
www.theherifageacademy.in 

Info Desk # 9830411222 


Heritage Institute of Technology 


Chowbago Road, Anandapur 

RO.: East Kolkata Township, Kolkata 700107, India 
Ph: +91 33 24430454/56/57, 24431255-58 
Fax : +91 33 24430455/1259 


fe. 4 
k Dod Ay Email : admin@heritageit.edu 
Sah” www. heritageit.edu 


Info Desk # 9830201234 
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Betting on green buildings 


The next time you 
are feeling cool 
and comfortable 
while entering a 
: green building, 
i x you have got to 
> thank one 
Dr. RK P Singh company for the 
comfort and it's Institute for Steel 
Development and Growth (INSDAG) 
headquartered in Kolkata. INSDAG is 
actively into boosting the use of steel 
in the Indian construction industry by 


developing novel technologies in the 


usage of steel. Realty developers in the 


SK Ghosh, MD, Simoco 


Poised to fulfil the 


undoubted potential 


Here's a piece of interesting news from 
the eastern telecommunication sector. 
An established name in the world of 
wireless equipments and 
telecommunications, Kolkata's Simoco 
Telecommunications (South Asia) 
Limited has revolutionized the GSM 
technology market in the eastern zone 
of India. Being the only private 
telecommunication group in the east, 
the telecom player is incidentally the 
first organization in India to make use 
of mobile technology. It was sometime 
in 2006 when the telecom giant 
diversified in the GSM market. With the 
changing face of the east, talks are on 
for the telecom giant to launch dual 
technology soon. 


city today are encountering competition 
to receive “Green Building 
Accreditation." Green buildings are cost 
effective, have high efficiency in terms 
of energy consumption and occupy a 
weight of 1/10th of concrete structures. 


The institute has received a shot in the 
arm with Kolkata real estate majors like 
Merlin Group expressing interest to opt 
for green building structures. It had 
parleys with the Forum Group geared 
up with a slew of excellent projects and 
concrete mixed steel buildings were 
emphasized. Some of the promising 


Looking back, Simoco took birth in 
1980 by acquiring the mobile radio 
activities from Philips and Webel 
Telecom. It was then into planning the 
radio communication system for police 
and government departments. It's 
undoubtedly true that the telecom group 
is unmatched in developing the basics 
of transmitter 
equipments than 
any other telecom 
providers in the 
country. Informs a confident Sanjoy 
Kumar Ghosh, Managing Director, 
Simoco Telecommunications Limited, 
"It is the strength of our organization, 
human resources, world class 
equipments, novel changes and 
technological advancements that have 
made us stand the test of time. Wireless 
technology has a huge potential and 
things are moving at a blistering pace 
for GSM handsets. A particular GSM 
handset moves fast in the market and 
over the past few years, the prices of 
GSM handsets have been reduced 
drastically. At the moment we are not 
looking at exporting our GSM products." 
Of late, the telecom major will soon 
introduce Vehicle Tracking System at a 
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ventures of the institute include the 
building of porticos for South City Mall. 
Dr. R K P Singh, Director General, 
INSDAG suggests, "Stee! buildings are 
best suited in the Information Technology 
hub and provide maximum light owing 
to the combination of steel and glass 
structures. Earlier, we had targeted the 
government organizations like Kolkata 
Metropolitan Development Authority 
(KMDA) and Kolkata Municipal 
Corporation (KMC) that had evinced 
interest in green buildings." Singh avers 
that Dr. Debesh Das, Minister for 
Information Technology, West Bengal 
has encouraged the construction of 
steel buildings in the Information 
Technology sector. B 


cost-effective price of Rs 5,000 that will 
certainly not hit the pockets of the 
masses. In the tracking system, each 
car will be fitted with GPRS technology 
equipped with data along with many 
other added features. The organizatior 
will monitor the movement of the cal 
from its control room moving anywhere 
across the globe. The tracking systerr 
will storm the global market. 


Says Sanjoy Ghosh, "Our telecon 
provider is also contemplating to launct 
a tracking device that will be installec 
in the school bags of kids. The device 
will enable the whereabouts of the kids 
who fail to return home from schoo 
within the stipulated time period." Ir 
keeping with changing times of the 
boom in Information Technology sector 
the telecom company is going fo 
expansion in a major way and is on it: 
way to building an Informatio! 
Technology building on 4.4 acres of lanx 
area at Salt Lake. The office space wi 
sprawl over an area of 12 lakh sq. ! 
and will be exclusively used for makini 
telecom products. The organization ha 
made a giant leap in the telecom scen 
and hopes to notch an annual turnove 
of Rs 250 crore in 2009-2010. 1 








What once started 
as a small foundry 
in the district of 
Howrah has now 
matured into one 
of the prominent 
exporters of cast 
iron products, 
fabricated and structural items from the 
eastern zone. Kolkata's Kiswok 
Industries Private Limited needs no 
introduction in the segment of castings 
and is reputed to manufacture a wide 
spectrum of best casting items like 
manholes, covers, valves and hubs. 
Once well known as Kejriwal Iron and 
Steel Works, the organization has been 
the hard endeavour of Shyam Sundar 
Kejriwal. Looking back, it has completed 
its three decades of journey in the 








GSM Handsets 
GSM Infrastructure 
Vehicle Tracking 
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More than 25 years of Trust in 2-way communication 


Two-way Radio Equipments 


INDUSTRY 


Successful endeavour 


sphere of castings and has initiated its 
prized project of setting up a new 
sophisticated foundry plant sprawling 
over / acres of land on Kona 
Expressway. Set up at an investment 
cost of Rs 80 crore nearly five years 
ago, the foundry has facilities of global 
standard and aims to compete with the 
current market scenario in terms of 
keeping with quality. Moreover, it is one- 
of-a-kind in Asia that employs updated 
technology to meet the demands of the 
corporate sector in terms of product 
quality. Informs Shyamsundar Kejriwal, 
Chairman, Kiswok Industries Private 
Limited, "We have begun the facility of 
establishing the foundry to produce 
consistency of casting materials. In 
today's world, our organization occupies 
the top slot in supplying automobile 







GPS recéiver transmits 
the realtime positional 
data via GSM network 
(Wireless communication 
infrastructure e,9..GPRS/ 
EDGE / 3G) to Control Room 


castings to TELCO. We are now looking 
ahead to expand our footprints in the 
world of castings in Bengal and have 
taken up land to come up with a 
Foundry Park." The casting firm exports 
its products to foreign shores including 
Middle East, United Kingdom and United 
States. 


Add to this, the organization has 
completed 50 glorious years of its 
existence and has been making a 
sincere attempt to visit the global 
markets. The company has also 
diversified in building educational 
institutes with residential facilities at 
Madhupur in Jharkhand and has kicked 
off the facility of a diagnostic centre in 
Howrah. The annual turnover of the 
organization has been Rs 100 crore in 
the last fiscal and is aiming to register 
a higher turnover in the ongoing period 
which is indeed a proud achievement 
for a casting major. # 


























The servers, in Control room, 
interpret and analyze the data 
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A Different Company 





The govern- 
ment wants 
inclusive 
growth; ITG 
has worked out 
how to make 
growth inclu- 
sive. Would the 
government let 
it try its hand? 


LONG BEFORE DR ANBUMANI RAMADOSS BECAME 
minister of health, there were finance minis- 
ters. Unlike him, they loved tobacco, but they 
tried their best to kill it by love. They loved the 
revenue they got from excise on cigarettes. They 
loved it so much that they tried to snatch it away 
from smokers. None of them had the guts to tax 
cheap, stinking bidis. So the more 
they taxed cigarettes, the more peo- 
ple turned to bidis. The more bidis 
they smoked, the less the finance 
ministers got out of cigarettes; today, 
the tax on cigarettes is hardly worth 
bothering about. 

Nor the cigarette business. The 
worst victim of revenue-loving fi- 
nance ministers was ITC. It sought 
to redefine its business; from flue- 
cured Virginia tobacco it turned to 
fast-moving consumer goods. It has 
turned the corner: for the first time 
in its 98-year history in this country, 
ITC earned more than half of its 
revenue from other things than from 
tobacco in 2007-08. 

And while going through this 
transformation, ITC has increased 
its profitability. In the 12 years to 2007-08, its 
sales quadrupled from Rs 52 billion to Rs 220 
billion; its profits went up twelvefold from 
Rs 2.6 billion to Rs 31.2 billion. Twelve years 
ago, over two-fifths of its net assets were fi- 
nanced by borrowings. Last year, its net worth 
was almost equal to its net assets; its net bor- 
rowings were close to zero. 

Now the governor of the Reserve Bank can 
increase interest rates as much as he likes; Y.C. 
Deveshwar will not lose any sleep. Nor need 
ITC’s 383,000 shareholders; it will be hard for 
the finance minister to hurt ITC — unless he 
follows the advice of Amar Singh and imposes a 
windfall profits tax. Except that the profits of 
the ITC are no windfall; they are the result of 
sustained application and ingenuity. 

Deveshwar is no doubt aware that it is not 
just tobacco that made ITC such a milch cow for 
the finance minister; industry in general is a 
favourite of taxmen. The only untouchable in 
this country is the holy farmer; no government 
will dare touch him. So ITC has increasingly 
embedded itself in rural areas. Its most famous 
initiative in this area is e-Choupal. Its central 
feature is the network of computers installed in 


SANJAY SAKARIA 


villages, which give farmers reliable informa 
tion about prices of agricultural commodities 
Armed with this information, they have no hes 
itation in selling their produce to ITC. Thei 
soyabeans are the basis of ITC's presence in edi 
ble oil and animal feed. As they have prospered 
the Chinese have developed an insatiable ap 
petite for pigs; and their pigs love soyabean oil 
cake. This is just one of ITC’s new businesses. 

But business is not what Deveshwar likes t: 
talk about. He is proud of his companys eco 
friendliness. It has taken a lead in water har 
vesting; the ponds it has constructed collec 
three times as much water as the company use: 
It has planted forests; the growth of wood se 
questers twice as much carbon dioxide as th 
company releases. ITC employs 24,000 peopl 
itself, but it claims to generate livelihood for an 
other half million. 

Anyone who has done so much for villager 
can see how much more can be done — an 
what difference a caring government woul 
make. There are external economies in impro 
vement of the natural or social environment; it 
benefits accrue to the whole country, not just t 
the company that makes them. In Deveshwar 
view, India's long-term future hangs on its ove! 
coming four challenges of inclusive growth an 
sustainable livelihoods, energy security, agr 
cultural growth and food security, and enviror 
mental security and climate change. 

Deveshwar has many ideas on how to me 
these challenges, some brilliant, some pott 
But their realisation is not within a company 
power; they can only be tackled by the goverr 
ment. For instance, the government wants 1 
increase forest cover from the current 19 pt 
cent to 33 per cent. That, it estimates, woul 
cost Rs 70,000 crore, of which it has provide 
for Rs 600 crore. 

The question is not one of finding the mone 
the government can put a hand in our pocki 
and take any amount. The question is, how 
should be spent. This is where ITC's exper 
ments could be useful. Anyone can plant tree 
Trees are immediately useful for firewood, : 
they are liable to be cut down. The only way | 
prevent them from being repeatedly plante 
and cut, at government's never-ending cost, 
to make it profitable for villagers to prote 
them. ITC has worked out just how to c 
this. The government could do worse than u: 
ITC's expertise. 
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ly astonished Jetta owners 


It it under a microscope. 





Volkswagen. Das Auto. 





trol * 8 airbags * ABS & ESP ° 6-disc MP3 CD changer with 10 speakers * “Vienna” leather upholstery 
ronic" auto air conditioner with 2-zone temperature control * Deluxe sports seats with electrically 
ving home" function * Also available 1.6L 75 kW (102 PS) petrol engine * 1.9L TDI also available with 


9915752640, 9915011608; Delhi / NCR - DD Autoworld: (011) 46664666, 9873919004-10; Kashyap Group: 
Motors: 9780199999, 9988886645 / 48; Mumbai - Presidential Cars: (022) 24364801-6, 9930250733 








The exquisitely designed, German engineered Jetta. Prestige standard. 


Get in, it’s like nothing you have ever driven before. But don’t worry, you are not alone. There are millions of eq 
around the world. It’s got everything you would expect, and then some more. In fact, you will be convinced we 
Take it for a drive, after all there is a first time for everything. 





° 1.9L TDI 77 kW (105 PS) diesel engine * 6-speed automatic DSG gearbox with paddle shift e Cruise ¢ 
e 16” alloy wheels * Steering wheel with controls for multi-function display and audio system * “Cli 
adjustable lumbar support at front * Rain sensor * Anti-theft warning system * "Coming home” and “ 


5-speed manual gearbox. Features mentioned here are not available in all versions. 


Authorised dealers: Bangalore - Elite Motors: (080) 25743225 / 27, 9972922144; Chandigarh - Genuss Mot 
(0120) 2462601-5, (011) 26848377 / 78; Hyderabad - Orion Motors: 9704455011, 9701670008; Ludhiana - Pres! 
Opening shortly at Ahmedabad, Chennai, Cochin, Jaipur, Kolkata and Pune. 


VISION BEYOND THE OBVIOUS 
www.orbitcorp.com 


| ORBIT CORPORATION LTD 


A beacon of light in the depths of the night. 





The Lighthouse of Alexandria, a Wonder of the Ancient World, reflected sunlight during the day 
and a lit fire at night, whose luminescence could be seen for miles. It paved the way for beacons of 
hospitality that have forever since shone across the seas and oceans of the world. A vision with an 
International Address — the heritage of civilisations across frontiers. 


In keeping with the finest of global visions, the Signature Orbit Realty Line offers the créme de la 
creme world-class homes that are the very soul of hospitality — and romance. Like Orbit Haven. 
A 19-storey breath of fresh air that offers an oasis of tranquil luxury. Born of the redoubtable 
architectural genius of Hafeez Contractor, this paradigm of excellence is a tour de force of skill 
and ingenuity with aesthetics and amenities nonpareil, and an exclusivity that the most exacting of 
the Forbes’ World Billionaires would find exhilarating. What's more, it carries a Green Building 
Compliance and comes backed by the iron-clad ‘Orbit Assurance'™ as well as the Orbit mantra of 
uncompromising ethicality. 

For a guided tour of your very own symbol of vision beyond the obvious, do mail us at 
Sales@orbitcorp.com or call us on +91-22-3044 6910. 


The Signature Orbit Realty Line. India's finest International Address for the movers and shakers of 
today's global village. 


Orbit Haven 
Residential Tower 
Napeansea Road, Mumbai 


Contact us at: Tel: «91-22-3044 6910 Email: salesQorbitcorp.com 
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DAV-DZ370 


Feel the rhythm. Enjoy the Groove. 


Sony Home Theatre System with Easy USB ioris. A 





DAV-DZ270 | MRP Rs. 14,990/- DAV-DZ570 | MRP Rs. 19,999/. 
850W RMS 850W RMS | Wireless Ready 
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DAV-DZ777 | MRP Rs. 24,990/- DAV-DZ870 | MRP Rs. 39,990/- 
1000W RMS | Wireless Ready 1000W RMS | Wireless Surround 


—- —— Visit your nearest Sony Outlet today for a live demo. 
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ees Rib Qe Sound a 000703 ——— — PX oj 





Digial Suround Ga «6 9 Sound a&4* 


All MRPs are inclusive of all taxes 
For sales, service and free installation queries, call 1800-1 1-1 1-88 (Toll Free) or e-mail us at sonyindia.care@ap sony.com 


] ! WW. SONY.COM Regional Nos: Delhi: 26991205, Mumbai: 28231558, Bangalore: 25211050, Kolkata: 24858999. Chennai: 28292211 
W AR R ANT " Make sure it's a Sony. í Rush to your nearest Sony store. Ask your dealer for details or log on to our website www.sony.co.in 
§ Insist on your Sony India Warranty Card. For corporate enquiry, please write to b2bindia@ap.sony.com - on /De/Sonv/055/08 


Editor s Letter 


Competitive 
Disadvantage 


SOMETHING SURPRIS- 
ing, but telling, is 
changing in the In- 
dian psyche. Ever 
since I moved to Bei- 
jing in 2003, I used 
to be bombarded by 
ministers, business- 
men, and almost 
everyone I met, with 
questions on how 
China compared 
with India. This 
seemed to be a global 
preoccupation. From universities 
to barber shops, it was considered 
the intellectual lapse of the century 
if the two Asian giants weren't 
weighed against each other. 

But over the past three months, 
the same ministers and business- 
men, who once listened intently 
when China was brought into a dis- 
cussion relating to India, have be- 
gun dismissing the interjection. 
“You can’t compare India with 
China,” is the new refrain. 

So, have Beijing’s speed and New 
Delhi's sloth finally widened the 
development gulf between the two 


countries so much that it seems: 


impossible to bridge? Anecdotally, 


I can report that the people to- 


whom I put these questions, con- 
curred. It's hard not to. 

While India is celebrating win- 
ning its first-ever Olympic gold 
medal, China celebrating winning 
its first-ever Olympics. Where FII 
investments in India have gone 





into negative, China 
has received $60 bil- 
lion in FDI this year, 
with much of it going 
into stocks. While 
India, which led 
China in telecom, is 
twiddling with 3G, 
China's rolling out 
its nextgen telecom 
network. 

Perhaps India sho- 
uld look more towa- 
rds Brazil, both as an 
easier competitor, and a more rele- 
vant one. But if we bid farewell to 
our obsession with China, let it be 
with one learning — that national 
development is best achieved when 
one's mind is open to the world but 
ones efforts are self-directed. 

Consider this: China's 3G net- 
work is based on an indigenous 
standard that will allow its domes- 
tic companies, not just foreign sup- 
pliers, to profit. Indian telecom is at 
the converse point, with domestic 
companies set to cede control ofthe 
industry to foreign players. 

Eight of ten Indian telecom ma- 
jors are currently looking to sell out 
to global players. This is one of the 
loudest alarm bells that sound for 
our economy. Already IBM, not 
TCS, the largest IT company in In- 
dia, and local pharma firms losing 
their advantage to overseas com- 
petitors. If Indian telcos go the 
same way, all our 'sunrise' indus- 
tries will have set. 


By sl 


jehangir s. pocha, editor 
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A Dismal Record 


The foreword of your Independence Day Special has 
rightly bridled our optimism (Dreams On Hold’, BW, 25 
August). Our growth story till 1991 was nil. And if we 
compare our post-Independence era with other countries, 
then we stand nowhere. Our efficiency is like that of a 
bullock cart. Our percentage in world trade is only 1.5 per 
cent, and in past 15 years it has grown only by 1 per cent. 
Our per capita income, lifestyle and GDP have changed 
dramatically in past few years, but not that much. After 61 
years of Independence, we are still fighting for stable 
government. Our Parliament is like wrestling ring. Our 
stock exchange is so sensitive that a single news upsets it. 
Our leaders are finding excuses for their failure and 
blaming others. After 61 years, we are still developing. 


Ankit Gandhar, New Delhi 





WRITE IN AT Small Is Not Beautiful to provide attractive offers and value added 


bweditor@abp.in The reforms in Indian banking sector arelong services (VAS). Virgin Mobile is even paying 
or postuson overdue (‘Clear The Logjam’, BW, 25 August) you to receive calls. But in all this, the core 


www.businessworld.in What the country needs today is smaller service — voice calls — is getting affected. 

number of bigger banks to take on the Within the limited spectrum available to them, 
challenges posed by globalisation instead of companies are trying to hook on more and 
large number of smaller banks that pose more customers. And in the process, the 
systematic risks. Also, the implementation of customer is losing out: the growing VAS 
Basel-II norms would require a cushion of options cannot make up for the poor quality of 
huge capital against various perceived risks. service for voice calls. 
Cross merger among banks is perceived to be Anupama Bhalla, New Delhi 


the superior alternative to shore up the capital | 
base. Market-driven mergers is necessary for Wanted: A Leader 
the continued stability of the financial system. There is a slump in the India story (‘Bridled 
Srinivasan Umashankar, Nagpur Optimism’, BW, 25 August). Inflation is on the 
rise. And the government is spending huge 


Just Talk sums on non-productive projects such as farm 

India's telecom sector is attracting all sorts of loan waivers, NREGs and MPLADs. And now 

players and that is leading to intense the Sixth Pay Commission award will add 

competition ("Wrong Calls, BW, 25 August). Rs 17,000 crore more. This could take 

Telecom companies are vying with each other inflation to more 15 per cent within six 

months. The growth rate for 2008-09 could 

MEB... — — 1 1 1  1à13à 2| dropto6 per cent. As per economist Arther 
co === Se == | Okun’s law, this could result in 3 per cent 
aa eee s eos | additional unemployment. 


E === | We, the citizens of India, have to choose a 
LES | very able leader (hopefully, not from Nehru- 
Gandhi family) to save India from such a 
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Wron === we. | “decline. But where is this leader? Maybe we 
Call g zILLIE Ite | ESR should opt for a US-style presidential system 
alls === SESS | of governance. 
by M Rajendran ` 
ri K.S.Krishnamurthy, Bangalore 
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Starting July 21, our Premiére passengers can win a free Premiére return ticket to Kuala Lumpur, Singapore Bangkok, Bahrain, Abu Dhabi 


Colombo or Dhaka, everyday. This offer is valid for all JetPrivilege members flying to any of our domestic destinations up to September 30 
For details, visit jetairways.com 


Make the most of this offer by registering as a JetPrivilege member on jetairways.com or by filling up the enrolment form at our 
city/airport ticketing offices. 
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30 Telecom 
Troubles 





Telecom, one of the fastest 
growing sunrise industries of 
India, is now facing falling 
revenues and policy snarls. 
How will the titans survive? 


ON POINT 


12 Different Numbers 
Contrary to IIP data, CMIE expects indus- 
trial growth to accelerate to 9.6 per cent. 


13 Striking Losses 
Strikes by PSU bank workers are proving 
costly for the Indian economy. 


14 Rained Out 
Delayed monsoon has affected both the 
kharif crops, and hopes of curbing prices. 
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15 Changing Power Equations 
Low-priced Chinese power plant equip- 
ment is putting Bhel under pressure. 


16 FIANCHETTO 


Weekly strategic corporate moves. 


18 QUICK TAKE 


Will the new pay panel recommendations 
create problems for the exchequer? 


IN THE NEWS 


22, Media Maze 
What the Star-Balaji break-up and the 
Big TV launch means for the industry. 
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24. Low On Power 
More than half of India’s thermal power 
plants are facing acute coal shortage. 


26 Dare To Bare 


Near-nude pictures of Olympic sports- 
women kick off another debate. 


IN DEPTH 
36 Windfall Inequity 


Do the soaring profit margins of oil com- 
panies deserve to be taxed separately? 


4.0 Chartered Accountability 


Institute of Chartered Accountants of In- 


dia’s short sightedness is beginning to hurt. 


42 Conserving Reputation 


Coca-Cola and Pepsi are making massive 
efforts to become ‘water neutral’. 


46 Unclear Status 
Golden rice, the controversial GM variety, 
is making inroads into India. 


48 Designed in China 
The Asian giant is going beyond cheap 


products, and building design capabilities. 


IN VOGUE 


58 Smart Stuff 
Both Nike and Adidas have launched 
innovative, high-end range of footwear. 


60 Art Rediscovered 


Remains of a Shakespearean theatre has 
recently been unearthed in London. 


61 Hassle Free 
Laptop bags that can pass through the 


X-rays at airport security checks. 


61 Weekend Getaways 
For the well-heeled, three-day breaks are 
no longer confined to Indian shores. 


62 Bookmark 
Decoding the world food crisis; a newsy 


potboiler; and living with AIDS. 





BW EVENT 
64. Design Awards 


The winners of BW-NID Design Brilliance 
awards star at a lively presentation ceremony. 


COLUMNS 


20 Omkar Goswami 
With the slump in Euro Zone, the stage is 
set for a loud Sarkozy-Trichet fight. 


28 Bill Emmott 
There will be readjustment, not a financial 
apocalypse as was predicted. 


41 A. Vellayan 


To ensure food security, India must look to 
produce 75 per cent of fertilisers domestically. 


44 Paul Samuelson 
Looking beyond the semantics of recession 
to the economic impact of the slowdown. 


BW & YOU 


O8 FEEDBACK 
51 CASESTUDY 
68 BW OPINION 


Cover design: The paise figures in the ‘stamps’ 
relate to the subscriber base of the CEOs’ 
respective companies in millions 


Willie 


husinessworld.in 


Defaults are growing but banks can't seem 
to stop issuing fresh credit cards. Laisram 
Indira takes a look 


An increasing number of Indian women 
are falling prey to cardiac troubles at a 
young age, says Chitra Narayanan Total No. of pages 


including cover: 70 
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INDUSTRIAL PRODUCTION 


Conflicting Numbers 


Government’s 
projection of 
industrial 
growth 

could well 

be wrong 


SOARING HIGH: CMIE 
says the rate of growth 
of industrial production 

is set to rise 





CMIE'S AUGUST 2008 
issue of our Economic 
Intelligence Service 
(EIS) has shown a 
23.3 per cent growth 
in the real sales ofthe 
1,800 manufacturing 
companies (interim 
financials) in the 
June 2008 quarter. 
This is in direct 
conflict with the 
growth in industrial 
production in India 
as reflected by the 
index of industrial 
production (IIP) 
released by the 
government, which 
decelerated to 5.6 





per cent for the same 
quarter. ^We believe 
that the IIP growth 
numbers are under- 
estimates, and they 
do not reflect the cor- 
rect picture ofthe in- 
dustrial growth," says 
CMIE (Centre for 
Monitoring Indian 
Economy). “The ris- 
ing inflation and 
healthy sales (vol- 
ume) growth of the 
manufacturing com- 
panies indicate that 
the consumption de- 
mand in India is still 
healthy, and the ac- 
celeration in the an- 
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nouncement of fresh 
projects assures that 
the investment de- 
mand has also not 
cooled off” 

“I am told that 
there are delays in re- 
porting and bunching 
in reporting of data. 
Also, there is no indi- 
cation of the percent- 
age of responses; as a 
result it is not possi- 
ble to make a judge- 
ment on the robust- 
ness ofthe inferences 
we draw from the 
data, Finance Secre- 
tary D. Subbarao had 
told BW about the 
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IIP data in an inter- 
view earlier this year. 

The CMIE data on 
capital investments 
shows creation of 
fresh capacities at an 
aggressive pace with 
historically high in- 
vestments of Rs 3 
lakh crore scheduled 
for commissioning in 
2008-09. Hence, 
CMIE expects the 
rate of growth of in- 
dustrial production to 
accelerate to 9.6 per 
cent in 2008-09 from 
8.3 per cent in the 
previous year. 

Puja Mehra 


Hlion dollars. The amount India Inc. will be investing in 2008-09, according to a study by RBI. 


"Tm not promising a revolution in one 


or two years, but we'll solve this task once and for all.” 





BANKING 


Striking Poor 


IT SEEMS BANK UNIONS 
are caught in a time 
warp. The United 
Forum of Bank 
Employees (UFBE) 
is opposing the 
merger ofthe State 
Bank of India's (SBI) 
associate banks with 
the parent, 
outsourcing of work 
and extension of 
option to provident 
fund optees to join 
pension scheme. 
Just last month, 


Repeated 
bank strikes 
cause untold 
harm to the 
national 
economy 


the union had gone on 


a strike after the 
conciliation meeting 
held in the office of 
Chief Labour 
Commission between 
the Indian Banks 
Association and 
unions broke down. 
"This will be the 


UP AGAINST: 

The unions oppose the 
move to merge state- 
run banks and 
outsourcing 


FINANCE JOBS LOST 


Banking professionals in the 
Americas are trying new careers amid the 
loss of 76,670 jobs. 


Job losses in the Americas 


NW Perquarter WE Cumulative 


80 thousand —— 






— few ee 49 


30 4Q 10 20 30 
Note: All figures through 15 August 


Bloomberg 


BLOOMBERG 


biggest-ever general 
strike against the 
government, says 
Tapan Sen, secretary 
of the Centre of 


Indian Trade Unions. 


According to Sen, 
the strike has been 
called to voice the 
protest of people 
“against anti-worker, 
neo-liberal economic 
policies”. 

For the bank 
employees, however, 
the two-day strike 
meant a week-long 








holiday, coming as it 
did on the heels of a 
long weekend. 

That is little 
comfort for the 
sensible. Strikes 
cripple the economy, 
and cause untold 
harm to the national 
economy. 

It is clear that 
nearly two decades 
after being on the 
reform path, the 
Leftists are still living 
in the Stalinist era. 


Raghu Mohan 





Ending weeks of 
speculation after 
the elections in 
April, Maoist lea- 
der Pushpa Kamal 
Dahal (Prachanda) 
has taken oath as 
the prime minister 
of Nepal. Pracha- 
nda will have 
more security than 
any other prime 
minister in Nepal's 
history — 150 
Army personnel. 
In addition, the 
Armed Police 
Force and 
People's Libera- 
tion Army will 

also guard him. 


FISCAL DEFICIT 


THE PRIME MINISTER'S ECONOMIC 


. big, said EAC member M. 
Advisory Council has warned _ Govinda Rao at the release of its 
that the budgeted central fiscal — review of the economy last week, 
deficit would rise by 5 percen- which also projected the GDP 
tage points to 7.5 per centof growth rate for this year at 7.7 
GDP if the expenditures on the — per cent. 
under-provided and the off- It projected the underestimat- 
budget items — such asthe ion of Rs 64,015 crore in the fer- 
Centre's liabilities on food and —  tiliser subsidy in Budget 2008- 
fertiliser subsidies and under- 09. The pay revisions for govern- 
_ recoveries in the oil sector — .. ment employees, the farm loan 
were included. — — — waiver and the excesses on the. 
.. Adding the deficits of the state National Rural Employment Gua- 
Z governments of about 3 per cent  rantee Act make the fiscal situa- 
oue ote aD tion unhealthy, the report said. 
Puja Mehra 


3 a viens ent, which is very 
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SANJAY SAKARIA 


DEFENGE 
SHIELD 


Amid strong protests 
from Russia, the US 
has signed a deal 
with Poland to 
locate a US missile 


defence base on the 
Baltic Sea. 
Washington says 
this will protect the 
US against missile 
attacks from “rogue 
elements” such as 
lran. In the picture, 
US Secretary of 
State Condoleezza 
Rice and Poland’s 
Prime Minister 
Donald Tusk. 


AGRICULTURE 


Short Coming 


Delayed 
monsoon 
has greatly 
affected 
the kharif 
crops 


THE GOVERNMENT — 
besieged by inflation 
— now has more in- 
flation challenges to 
worry about. The pri- 
ces of soybean oil and 
arhar pulse are expe- 
cted to go up. The 
National Commodi- 
ties Exchange reports 
that 32 per cent of 





the soybean crop, 31 
per cent of arhar and 
21 per cent of sugar 
are vulnerable to 
deficient rainfall. 
Experts believe the 
revival of the mon- 
soons would now 
have little effect. “The 
monsoon has revived, 
but it is too late,” says 
Shailendra Kumar, 
who heads the Com- 
modity Research Gr- 
oup. Crops require a 
certain schedule and 
frequency of rainfall, 
and the deadline for 
any monsoon revival 
hopes got over by the 
end of July, he adds. 
Already this year, 
the area under cultiv- 
ation for most cere- 
als, pulses and oilse- 
eds (kharif crops) is 
less than last year’s. 
So, tighten your belts. 
Muthukumar K. 


AMIT VERMA 











Another First 


EVER WANTED TO TAKE A BET ON CURRENCIES? 
Exchange-traded currency futures will 
now be available on the National Stock 
Exchange from 29 August. With this, the 
institutional mechanism in the Indian 
financial markets has reached another 
significant milestone. About 500 brokers 
from the NSE' existing equities segment 
and some banks have taken NSE 
membership just for the new currency 
derivatives segment. 


Reality 
Check 


Australia has the largest number of obese people on earth — 5.4 million — according to a 
new study by Victoria University. 
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entering a recession- 
ary pate had soft- 


Low-priced 
Chinese 
equipment is 
putting 

Bhel under 
pressure 


WEAK WICKET: 
New bidding norms 
are said to favour 
the Chinese firms 





European economies | 





Use Saee 
` Usually, in times of 
e Crisis such as - | i 


BHARAT HEAVY ELECT- 
ricals (Bhel) could be 
feeling powerless ag- 
ainst the Chinese po- 
wer equipment ma- 
nufacturers, who are 
under-cutting and 
eating into its tower 
of comfort. 

Ever since the go- 
vernment opened the 
international compe- 
titive bidding route 








Witnessing a strong 
_ dollar, hedge fund 
. managers managing 
ue - dollar portfolios also 
; — unwinded their posi- 
e tions i in pH ETFs 
in funds): te ading to — 
"S further fall i in prices. 





Muthukumar K. | 


ENERGY 





AOL 


Media 
Ebay 
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Google sites 


Yahoo! Sites 


Ask Network 


ST ACTIVE US ONLINE PROPERTIES - 


Microsoft sites 


Fox Interactive 


Amazon sites 


Wikipedia sites 


| 10 CBS Corporation 


Figures are July site visits in million 


A Question 
Of Quality 


for supplying equi- 
pments for adding 
78,000 MW of green- 
field thermal capacity 
(worth Rs 3 lakh 


AMIT VERMA 


crore), Chinese firms 
such as Dongfang, 
Shanghai Electric 
Corp., SEPCO, 
CMEC and Harbin 
have run away with 
16,000 MW worth 
equipment orders. 
Bhel is on a weak 
wicket against these 
firms who have large 
capacity and can offer 
an attractive price, 
easily 15-20 per cent 
less. But when Bhel 
Chairman and Mana- 
ging Director K. Ravi 
Kumar says norms 
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Source: comScore Media Metrix 


were changed during 
the bidding process 
for 300 MW and 600 
MW plants, ostensi- 
bly to favour Chinese 
firms, it speaks volu- 
mes about the grow- 
ing Chinese clout. 
Bhel's concerns, 
regarding the quality 
of Chinese equipm- 
ent, are however 
finding takers follo- 
wing the failure of a 
turbine, supplied by 
Dongfang for the 300 
MW Sagardighi pro- 


ject in West Bengal. 


Bhel hopes to reco- 
ver some lost ground 
through its super- 
critical technology, 
courtesy the French 
company Alstom, and 
more aggressive bids. 

Sreevalsan Menon 


U The number of resumes ICCI Bank peruses on an average to find one qualified candidate. 
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Foothold in China 
Anand Mahindra's 
Mahindra & Mahin- 
dra (M&M) has for- 
med a joint venture 
with Chinese tractor 
company Jiangsu 
Vueda Yancheng 
Tractor Manufactu- 
ring Co. to acquire its 
tractor business. 

This will be the se- 
cond tractor venture 
for M&M in China, 
after Mahindra 
China Tractor Co. 
M&M will hold 51 
per cent in the joint 
venture through its 
overseas investment 
arm Mahindra Over- 
seas Investment Co. 

The value of net 
assets of Yancheng 
Tractor transferred to 
this joint venture will 
be about $50 million. 
“If we put together 
all these numbers, it 
surpasses that of the 
world’s largest tractor 
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maker,’ said Bharat 
Doshi, chief financial 
officer of M&M. 


All-cash deal 

ITC Infotech, the 
wholly-owned subsi- 
diary of Kolkata-ba- 
sed conglomerate 
ITC Group, has acqu- 
ired New York-head- 
quartered Pyxis Solu- 
tions — a provider of 
quality assurance and 
testing services — for 
$25 million (Rs 105 
crore). This is its first 
all-cash acquisition 
in the past eight 


, uk nd — 


years, funded 
through internal 
accruals. ^Our plans 
are to build capabi- 
lities internally and 
also acquire compa- 
nies to add on to it,” 
said Sanjiv Puri, 
managing director of 
ITC Infotech. 


True games 
Mumbai-based UTV 
Interactive, the gam- 
ing arm of media and 
entertainment com- 
pany UTV Software 
Communications, has 
acquired an 80 per 
cent stake in Califor- 
nias gaming compa- 
ny True Games 
Interactive. 

"The True Games 
acquisition gives 
UTV not only pres- 
ence in the interna- 
tional online gaming 
space, both in con- 
tent creation and 
publishing, but also a 


INVESTOR DEAL SIZE 


NATION ($M) 
IDFC Private Equity, India, 185.00 
. Oman Investment Corp., Oman, 

.. Undisclosed ir investor - it ERS Pee EU 
, Undisclosed investor - ls —  B000- 
Intel Capital — — us 25.00 
-Lightspeed Venture Partners, US 18.00 

AM | Sequoia Capital AREE ae 2 08 
i3 | Veil V Venture Funds Mgmt Co. | ida — 959 3 
| Frontline Strategy | India | | 18 
| NEA-IndoUS Capital Advisors | india. | 400 
“Gujarat Venture Finance — — India — 280 - 
` NEA-IndoUS Capital Advisors India — 225 - 
pti India | 1 2150. 


TRIBHUWAN SHARMA 


fillip to achieving 
UTV's 360-degree 
gaming vision,” said 
Preneet Malhotra, 
CEO of UTV 
Interactive. 


Funding SMEs 

K.V. Kamath-led 
ICICI Bank has deci- 
ded to set up a $200- 
million private equity 
fund for small and 
medium enterprises. 
The fund will be 
created in the next 
six months, said 
Sanjiv Sherawat, gen- 
eral manager (busi- 
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ness banking divi- 
sion) of ICICI Bank. 
Till date, ICICI 
Venture has been the 
PE investment arm 
of ICICI Bank. Now 
the bank would start 
PE investment by 
itself. The fund 
would be investing 
in sectors such as 
pharmaceuticals, 
jewellery, textiles 
and capital goods. 


Berger Paint's 
Europe foray 
Kolkata-based Berger 
Paints India, led by 
Managing Director 
Subir Bose, has 
acquired Poland’s 
Bolix SA for $38.6 
million. The deal was 
executed through a 
complete buy-out of 
Advent International, 
a global private equi- 
ty investor, which 
held 100 per cent 
stake in unlisted 


Australia 


IÍ No. of deals 
= Deal value 


1,200 1,800 2,000 2,400 2,800 


Deal value in en 





Bolix. Berger 





Exploring 


CRS Health. “The 


national operations 


acquired this external opportunities acquisition is a on 3 September with 
insulation and finish- India’s largest mining significant move to a direct Bangalore- 
ing system outfit company, NMDC, take our interest in London flight. The 
through its Cyprus- has signed an agree- the wellness retail airline has already 
domiciled wholly- ment with the world's space to the next secured permission 
owned subsidiary. 2 largest coal mining level,” said Sunil to fly to 13 overseas 
This is expectedto = company, Rio Tinto, Godhwani,CEO and destinations. King- 
help Berger further  & to form a joint ven- managing director of fisher has plans to 
business in various = ture to explore min- Fortis Healthcare. launch flights to the 
parts of Europe. Ë erals in India and The company will US, the UK, the 

abroad. State-owned also rename itself as UAE, Singapore, 
Volkswagen's brand Anil’s big plans NMDC is already Religare Wellness. Thailand, Maldives, 
building exercise Reliance BIG TV, in discussions to acq- Saudi Arabia, 
German car maker the direct-to-home uire iron ore minesin Flying global Kuwait, Bangladesh, 
Volkswagen is set venture of Anil Armenia, Eriteraand Vijay Mallya-owned Malaysia, Sri Lanka, 
to launch its luxury Ambanis Reliance Congo. “We seek to Kingfisher Airlines Pakistan and Hong 
model Beetle in India ADAG, has rolled utilise Rio Tinto’s has announced that it Kong. 


in 2009. *Beetle will 
come here;' said 


out its services. BIG 
TV has been set up as 


global technology, 
money, processes and 


will launch its inter- 


New honcho 


Joerg Mueller, pre- a wholly-owned sub- ^ reputation to explore Deutsche Bank has 
sident and managing sidiary of RCom. In new opportunities, appointed Prashant 
director of Volkswa- the initial phase, it said Rana Som, Joshi as head of 

gen India. "After plans to offer 200 chairman of NMDC. private and business 
strengthening our channels to custom- clients, India. Joshi 
dealership network, ers across 6,500 Wellness business will be responsible 


it will come next 
year” The company 
will be using Beetle 
as a brand-building 
step in India. 


towns, the company 
said in a statement. It 
also plans to corner 
40 per cent market 
share in one year. 


Fortis Healthworld — 
a Religare Group 
company — has 
acquired Delhi-based 
pharma retail chain 


SANJAY SAKARIA 





for managing 
Deutsche Bank's 
private and 
business clients 
franchise in India. 
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Quick Take 


Willthe new pay panel recommendations 
create problems for the exchequer? 


We asked... Sivasubramanian K.N., senior portfolio manager, Franklin Templeton; Indranil Pan, chief economist, 
Kotak Mahindra Bank; Mohan Guruswamy, economist, Center for Policy Alternatives; Jayanta Sinha, MD, Courage Capital Mana- 
gement; Apporva Varma, corporate advisor, CEEZAY Trade Mart; Rajeev Karwal, founder director, Milagrow; V. Ramachandran, 
director (sales and marketing), LG India; Amit Azad, director, Azad Financial Services; Rajeev Sinha, president, TKFI; N. Vasu- 
devan, president, Trade Union Coordination Committee; Mukund Thatte, consultant plastic and hand surgeon, Bombay Hospital 





p 7 pl 
ios Fiscal deficit will widen and ee As long as there is account- oe The hike will increase fiscal 
interest rates could be pressured as ability, parity between public and deficits by 0.3 per cent. Tax collections 
the Centre may garner resources. $9 private sector salaries is positive. 99 should prevent borrowing. 99 
Sivasubramanian K.N., senior port- Amit Azad, director, Azad Indranil Pan, chief economist, 
folio manager, Franklin Templeton Financial Services Kotak Mahindra Bank 


YES BEGAUSE: Government salaries already form 6 per cent of India's GDP, and will rise 
further. The additional cost for Uttar Pradesh alone will be Rs 5,178 crore a year. The total increase for 
Yes all states, the central government, the military, etc. could be nearly Rs 17,798 crore. This will certainly 
widen India's fiscal deficit, which is already burdened with high oil subsidies and the Rs 71,600-crore 
O farm loan waiver. Interest rates could face further pressure as the government looks to scrape together 
"56 / O enough resources for the payout. Another area that could be hit is expenses on national infrastructure 
such as roads or ports, power grids. Currently, capital expense-to-revenue expense ratio is roughly 12 
per cent of the Budget. Now, this ratio will drop even further. 


NO BECAUSE: The pay commission structure should be seen holistically rather than just as a 
cost. Government employees do with salaries far below those in the private sector. In some cases, 
N 0 private-sector counterparts of top bureaucrats draw salaries up to 10 times higher. These inequalities 
make it difficult to retain good talent. While some officials certainly are corrupt and inefficient, this can 
O only be considered legitimate if their grouses of being poorly paid and working in dismal conditions are 

"56 / O removed. Low pay is the final straw that pushes bureaucrats towards corruption. The additional income 
for government employees will lead to higher consumer spends. In the long run, this will raise domestic 
demand, pumping money back into a weakened economy. 


MAYBE BECAUSE: The additional strain comes at a time when payments towards farm 
loan waivers, fertiliser subsidies and revenue losses from inflation-fighting measures — a total of about 
M aybe Rs 70,000 crore — also strain the exchequer. On top of this, the burden of the oil and fertiliser bonds 
could create some destabilising pressures on bond yields. The pay commission award of Rs 15,700 
2 &0/ crore in this fiscal year will increase the fiscal deficit by another 0.3 per cent, but robust tax collections 
O should prevent additional borrowings. Furthermore, a possible increase in bureaucratic efficiency could 


reduce the government's operating expenses. It's all about timing. Civil servants need to be paid better. 
The question is, how much can their salaries be increased when public spend is already very high? 
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How can disease be detected 
before it strikes? 


4 


The Siemens answer: Early detection and prevention. 


Our innovations combine state-of-the-art laboratory diagnosis, imaging technologies and 
IT for an earlier prevention and more specific diagnosis thus enhancing patient care. 
www.siemens.com/answers 


Answers for life. SIEMENS 





France Vs A 
Frenchman 


by omkar goswami 


IT IS NOW OFFICIAL. THE LATEST DATA FROM 
Brussels show that the Euro Zone, represen- 
ted by the 12 countries that share a common 
currency, is in the beginning of a recession. 
Unlike India, most developed countries 
prepare de-seasonalised GDP data, where 
the seasonal effects are netted out, so as to 
compare any quarter with its previous one. 
Here’s what the numbers say. In Q2 2008 
(April to June), real GDP for the Euro Zone 
fell by 0.2 per cent over the previous quarter 





less than 60 per cent of GDP. The public debt 
ceiling has been breached several times by 
three of the Big Four — France, Germany 
and Italy. But such delinquencies have oc- 
curred in better economic times. Today, 
amidst recession and unemployment, the 
stage is set for serious breaches in the 3 per 
cent budget deficit ceiling. 

Consider France, and what its President, 
Nicolas Sarkozy, is facing. An annualised 
drop in GDP of 1.2 per cent in Q2 2008 with 
prospects of worse to follow; unemployment 
at 7.5 per cent; a trade deficit of $70 billion; 
and an angry electorate that is mad at 
his trying to force even limited reforms, 
madder still at his playboy image, and which 
believes in the fundamental right of ‘Aux 
Barricades’ — the rallying cry of the 1848 
revolution when workers and citizens 
blocked the streets against the government 
and its troops. 


which is an annualised of 0.8 per cent. Fran- UN Sarkozy knows that if he has to eventually 
ce’s GDP shrank by 1.2 per cent; Italys by 1.1 W reform France's dysfunctional labour laws, 
per cent; and Germany's by 2 per cent, With the he has to gain support from the people. That 
Pen gh that pcs to its relatively robust Euro Zone support is waning; = Mir aen col if M 
performance in the previous quarter. Among recession sets in good and proper. So, he 
the Big Four in the Euro area, only Spain pretty much wants to spend his way out of trouble. Sarko 
managed to squeak a positive GDP growth in recession, is arguing for even higher fiscal deficits 


— 0.1 per cent for the quarter, or 0.4 per cent 
annualised. That can hardly inspire confi- 
dence, what with Spain's unemployment at 
10.7 per cent, consumer price inflation at 5.3 
per cent, a shattered real estate sector and a 
current account deficit that is almost 10 per 
cent of GDP. The slowdown that had started 
some nine months earlier is now in the open, 
hurting badly and for all to see. 

I need to explain a bit about Euro Zone 
numbers for the reader to have a better understanding ofthe 
extent of the problem. Consumer price inflation above 2 per 
cent is not normal in the Euro Zone. Currently, it is running 
at 4 per cent with every prospect of it rising to 5 per cent. 
Maintaining a common currency across 12 nations at differ- 
ent stages of the business cycle requires imposing strict dis- 
cipline on inflation. This is done by the Frankfurt-based 
European Central Bank (ECB), whose current president is a 
hard-nosed Frenchman called Jean-Claude Trichet. 

A common currency also needs tight controls on budget 
deficits and public debt across all Euro Zone countries — 
which vary from a parsimonious Holland to extra- 
vagantly statist nations such as France and Italy. This is 
allegedly imposed by the so-called 'Stability and Growth 
Pact. Adopted in 1997, it requires the euro nations to main- 
tain their annual consolidated fiscal deficit at under 3 per 
cent of GDP, and places a ceiling on national public debt at 


the stage is 
truly set for a 
loud noised 
Sarkozy- 
Trichet fight 


(France's is already 2.9 per cent of GDP), 
lower interest rates, a weaker euro, and a 
much more accommodating, reflationary 
fiscal and monetary regime. He isn't alone. 
Silvio Berlusconi of Italy is a fellow traveller, 
as is Costas Karamanlis of Greece. 

Ranged against Sarko and his pals is ECB’s 
Trichet. An inflation hawk, he hasn't let the 
euro go, despite US interest rate cuts, a pro- 
gressively weaker dollar and a steadily wors- 
ening economic situation. According to Trichet, ECB must 
ensure that inflationary expectations remain strictly con- 
trolled; and that 4 per cent inflation or more is unacceptable 
for the Euro Zone. Therefore, Trichet will remain as firm as 
he can. Even if he weren't to raise rates, it is unlikely that the 
Frenchman will lower them to please Sarko and France. 

So, we will have a battle royal with high-decibel noises 
from the Élysée Palace matched by Trichet's Gallic disdain 
from Kaiserstrasse 29 at Frankfurt. Neither stance will help. 
In the meanwhile, a Euro Zone — crippled by Neanderthal 
labour laws and an exchequer sapping social security system 
— may sink into a long-term recession. The US falls. But 
being flexible, gets out of the hole quickly. When the Euro- 
peans fall, they stay there for a while. 


The author is chairman of CERG Advisory. 
omkar.goswami@cergindia.com 
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The Bigger 


A break-up 
and a 
launch 
indicate 
maturing of 
the industry 


ROOM FOR MORE? 
(From left) RCom's 
Sanjay Behl and 
Mahesh Prasad with 
Big TV's Arun Kapoor 


Picture 


by Gurbir Singh 


THERE ARE DEFINITIVE SIGNS OF THE INDIAN 
media industry maturing with experience. Al- 
liances that don’t work are being buried, while 
Reliance’s Big TV is out to prove that as the 
fourth DTH player to enter the fray, it can still 
do a telecom number in the media space. 

The Star-Balaji Telefilms alliance has finally 
been terminated. Balaji will buy back 25.99 per 
cent of Star’s stake at Rs 190 per share. Their 
joint venture (JV) deal for the development of 
regional content reached in April 2007 has also 
been terminated. The joint press release does 
not say what went wrong with the JV sealed in 
August 2004, though Uday Shankar, CEO of 
Star India, emphasises that the relationship of 
“Star as broadcaster and Balaji as content 
provider will not be affected” by the split. 

As a financial investment, Star has walked 
away with a fairly good deal. Through its group 
entity Asian Broadcasting FZ-LLC (ABF), it 
had initially bought 21.1 per cent in Balaji 
amounting to 17.26 million shares at Rs 90 per 


share. The deal consideration in Au- 
gust 2004 was Rs 155 crore. It later 
raised its stake to 25.99 per cent. Tak- 
ing these additional shares into acco- 
unt, the Star subsidiary has thus cashed 
out with about Rs 390 crore. 

But Star’s investment in Balaji was 
more than just a financial investment. 
Former CEO of Star India, Peter Muk- 
erjea, who negotiated the deal, says it 
was “a retainer strategy’. In 2004, 
when competition for entertainment 
content for television was intense, and 
Balaji was the biggest content provider, 
an equity alliance helped Star keep Bal- 
aji away from competitors, he says. 

Star also expected the partners to 
build regional channels, and Balaji said 
it would produce exclusive movies for 
television broadcast. Neither of these 
plans ever took off. Over time, Star re- 
alised that it could not wear two hats ai 
the same time. As Star re-examined e 
number of decisions of former Hong 
Kong-based CEO Michelle Guthrie after she 
left in December 2006, the Star-Balaji alliance 
too, came under the scanner. 

Perhaps, the unwinding of this episode is ¢ 
prelude to the re-examination of other alliance: 
said to be proving costly for Star, too. For in: 
stance, Star's stake in Hathway Cable. 

As one alliance falls by the wayside, anothe 
broadcast platform — Anil Ambani's direct-to 
home (DTH) venture — takes to the skies. Bi; 
TV's commercial launch has not been a day to 
soon. The market has three players — TataSk) 
Dish TV and SunDirect — already slogging i 
out with a combined subscription of around t 
million homes. Bharati Airtel and Videocon ar 
also in the queue. In most markets globally 
there are only one or two players in this space. 

Arun Kapoor, CEO of Big TV, is not per 
turbed. ^Who thought the telecom marke 
would grow to support so many players? DTH i 
a nascent market in India and the governmen 
must be commended for not supporting th 
growth of monopolies, he says. The lates 
PricewaterhouseCoopers entertainment repot 
predicts the DTH market will grow to 60 mil 
lion subscribers by 2015. 

Kapoor admits that cable networks have pt 
their act together, and are a cheaper option t 
DTH. But he is also hoping that after the e» 
pected March elections, CAS (Conditional Aç 
cess System) will roll out and make cable cai 
riage more expensive. Can we expect Mr An 
Ambani' weight behind CAS? 
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ow On Coal 


Acute coal 
shortage 
threatens 
to cripple 
power 
generation 


by Kandula Subramaniam 


INDIA’S STATE-OWNED THERMAL POWER PLANTS, 
taking care of 52 per cent of the country’s power 
production, are facing an unprecedented coal 
shortage that could bring some of them on the 
brink of a closure. For over a month now, about 
half of the 77 thermal power plants owned by 
the Centre and state governments have repor- 
ted coal stocks lasting for less than a week agai- 
nst the required stocks of at least 2-3 weeks. 

That's not all. Out of these 26 stations with 
less than a week’s stock, a third of the power 
stations have less than four days’ stock, which is 
considered a critical situation. On 11 August, the 
plants that reported less than four days of coal 
stock add up to a phenomenal 33,000 MW 
capacity. While power ministry officials rule out 
shutdowns on account of fuel shortage, the man- 
aging director of Apgenco (the generating com- 
pany of Andhra Pradesh), Ajay Jain, told BW 
that it was a “hand to mouth’ existence. On some 
days, over 3,000 MW of Apgencos plants 
reported nil to two days’ stocks. 

The coal shortage is being attributed to a 
variety of factors that, according to the Central 







18 (23%) 
- 30(39%) 17 (22%) 








Electricity Authority, range from low receipt 
from the coal companies to demand for coal 
from the power station going beyond the coal- 
supply linkage committed to them. While the 
coal ministry denies shortages, a top NTPC offi- 
cial says that part of the problem is on account of 
rains that flooded some of the mines. He said 
that the situation should improve shortly. 
However, given the shortage, Andhra Pradesh 
has resorted to coal imports and things should 
ease in the state on account of imports. Jain says 
150,000 tonnes of imported coal for AP is al- 
ready tied up and tenders for another 100,000 
tonnes are being finalised. However, this comes 
at a heavy price — imported coal costs double 
that of domestic coal. 

Depending on the location of the power 
plant, they are required to maintain coal stocks 
ranging from 15 to 30 days. Since some plants 
need huge quantities of coal to be transported 
over long distances, stocks at plant site ensure 
that in the event of any disruption of supplies, 
the power plant has enough reserves to keep 
running until the supplies are restored. 

Coal-based thermal stations form over half oi 
the country's installed capacity of slightly over 
130,000 MW. The balance is spread between 
hydel plants, nuclear plants, liquid fuel plant: 
and some imports from Bhutan. Coal Indi: 
through its subsidiaries supply almost all th« 
required coal for the power plants (barring 
some imports and lignite-based plants). 

With coal being the mainstay, what is alarm: 
ing is that it is not the small plants that have re 
ported low coal stocks on randomly-choser 
dates between July and August. Surprisingly, i 
is the large strategic super therma 
power stations (STPS) that have 
reported low coal stocks. 

On 10 August, Talcher STP: 
(3,000 MW) in Orissa reportec 
stocks for one day. The 1,260-MW 
Tata Rao power station in Andhr: 
Pradesh showed a coal stock o 
4,000 tonnes (zero stock). Th: 
2,600-MW Ramagundam therma 
power plant again in Andhra tha 
supplies power to all states in th 
southern region showed a coa 
stock of 8,000 tonnes. 

Adding more to the list, two criti 
cal STPS in the north — Rihan: 
and Singrauli — both having a ca 
pacity of 2,000 MW each, shower 
they have one day and zero days o 
coal stock, respectively. 

The list goes on. 
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CHECKMATE: 

The Times of India and 
DNA are in the firing 
line for printing 
near-nude pictures 


Absence of 
clear laws 
on nudity 
make 
regulation 
difficult 


by Gurbir Singh 
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THE OLYMPICS SEASON IN BEIJING HAS TRIGGERED 
an unexpected controversy at home. Using the 
peg of the games, the Times of India and the 
DNA have run a series of risqué pictures that 
has got the morality brigade coming down 
heavily. On the opening day of the Games, 8 Au- 
gust, both English dailies carried a set of nude 
pictures of sports women who have modelled 
for Playboy. Some of the shots are side profiles, 
but one image of 1996 Olympian Amanda 
Beard is a frontal tell-all. 

While most males enjoyed their morning cup 
of tea, some are not amused. “We are moving 
the Bombay High Court for orders against these 
vulgar pictures,” Mukesh Vashi, lawyer for anti- 
obscenity litigant Pratibha Naithani told BW. 

Vashi said other print publications were in 
the firing line too. “We have been compiling ev- 
idence against Mumbai Mirror's series on posi- 
tions for performing sex. These may be okay for 
adults, but imagine the impact it may have on 
teenagers’ minds.” Vashi said DNA and Mid- 
Day continues to publish ads for escort services 
and massage parlours that were thinly-dis- 
guised solicitation for prostitution. 


Says Times of India’s Editorial Director 
Jaideep Bose “there is nothing objectionable 
about these photos.” He says Naithani had filed 
similar cases in the past too, adding “we are will- 
ing to test the law.” Former Mid-Day Editor 
Aakar Patel, who has faced similar litigation in 
the past, says: “I was surprised at the use of those 
pictures,” but adds, “we cannot have outsiders 
dictating editorial decisions” He says courts 
tend to take a liberal view when told to clamp 
censorship. “Indian courts follow British law, 
which looks at these issues as a moving target.” 

Naithani and Vashi, who have been cam- 
paigning against obscenity in the media, tasted 
success when in December 2005, a Bombay 
High Court bench banned television channels 
and cable networks from airing adult movies 
and decreed only ‘U’ certified movies that qual- 
ify for unrestricted viewing could be beamed. 

It is thus no surprise that television networks 
have borne the brunt of legal action. Fashion TV 
(FTV) faced an all-India ban for two months in 
March last year. The Union Information & 
Broadcasting (I&B) ministry similarly pulled 
the plug on AXN channel in January 2007 for 
broadcasting the series World's Sexiest Ads. 

The Indecent Representation of Women 
(Prohibition) Act, 1986 and the Programme 
Code under Section 6 of the Cable Television 
Networks Rules, 1994 define ‘indecent repre- 
sentation of women' as: *depiction in any man- 
ner of the figure of a woman; her form or body 
or any part thereof in such a way as to have the 
effect of being indecent, or derogatory to, o1 
denigrating women, or is likely to deprave, cor- 
rupt or injure public morality or morals.” 

While the state machinery has wide powers 
to act against offending television channels 
there is no remedy against those who cross the 
line in print publishing. The Cable Network Aci 
gives powers to officials of the I&B ministry un- 
der Section 19 and 20 ofthe Act to prohibit tel- 
evision networks from broadcasting if they con- 
travene the programme or advertising code. Ir 
case of print media, the only remedy is to launck 
prosecution under the Indecent Representatior 
of Women Act, wherein if convicted, the ‘of. 
fender’ faces a fine of Rs 2,000 and/or impris: 
onment of two years. 

The debate on the issue is bound to ge 
sharper. On one side, the anti-obscenity brigade 
is considering seeking the cancellation of th« 
registration of newspapers. On the other, blog 
gers are venting their spite on moral policemer 
such as Union I&B Minister Priyaranjan Das 
munsi are demanding that old prudish laws b 
brought in sync with more liberal times. 
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A Dip, Not 
Depression 


by bill emmott 


THIS GLOBAL ECONOMIC SITUATION CONTINUES 
to make a nonsense of all predictions. One 
year ago, when the credit crunch based on 
US subprime mortgages began, it looked ob- 
vious that the worst-hit would be those cou- 
ntries that had reckless American-style 
banks and that had enjoyed rapid rises in 
house prices. So the likeliest to enter a reces- 
sion were the US, Britain, Spain and Ireland. 
The opposite has happened. The Euro-zone 
hasannounced the first fallin quarterly GDP 
since the currency was created, one day after 
Japan too declared a drop in GDP. Yet Spain 





enceto whether thisbad quarter in Europe is 
the beginning of a recession that will spread 
across the world or whether it might just be a 
slow period, following which we will recover. 

The place to start looking is the commod- 
ity markets, which have been the source of 
our inflation problems. In the past month, 
the oil price has fallen by 25 per cent and 
food prices too have been falling. Partly, this 
is because more oil is being pumped by Saudi 
Arabia and more food is being grown by 
many countries, especially the US. The oil 
market has a tight balance between supply 
and demand: last year, global consumption 
rose by only 1 per cent yet prices more than 
doubled. But this good news has happened 
for the bad reason — global growth is slow- 
ing and demand for energy and food has 
fallen. Much of that slowdown has happened 
in the US and Europe. More critical, though, 
could be the slowing of demand in Asia. 

If Europe is worried about inflation of 4 
per cent, then India should be horrified at its 


has actually had one of the stronger GDPs in We'll see a 12 per cent-plus rate. China's consumer- 
the Euro area this year, and neither the US period of slow price index shows inflation of 6.3 per cent 
nor Britain has yet suffered any recession. but its producer prices are rising by 10 per 

Why? The answer seems to be that this growth, of cent annually. The central banks in these 
economic 'crisis' is a lot more boring and readjustment. countries need to follow the ECB's example 


conventional than most people thought. 
Last year, the wise economists at the IMF 
claimed we were in *the worst financial crisis 
since the Great Depression". But so far, there 
has been no true collapse of banking of the 
sort seen in the 1930s, or any sign of defla- 
tion, which is the mark of a real depression. 
Instead the dominant forces have been infla- 
tion and currency movements. And the dom- 
inant driver of those forces has been Asia. 

That is why the European countries are suffering. The 
combination of an incredibly strong euro against the dollar, 
with oil prices more than doubling in the past year and food 
prices soaring, have created a shock that European eco- 
nomies could not absorb. Exports have become less compet- 
itive, input costs have risen and the European Central Bank 
has had to maintain high interest rates to contain inflation. 

This is not at all as exciting as a financial meltdown. But 
that is good news: none of us in the rich world should want 
to be excited in that way. A simple repeat ofthe 19705, and its 
combination of stagnation and oil-led inflation is quite 
enough excitement, thank you. The question now, though, 
must be: will the economy get as bad as in the 1970s? 

We have to admit, first of all, that we don't know. If predic- 
tions in the past year have been so bad, there is no reason 
why predictions made now will be any more accurate. But 
we can probably work out what will make the most differ- 


But it would 
not be the 
financial 
apocalypse as 
was predicted 


and tighten monetary policy to kill inflation. 
This is happening in India but not yet in 
China, probably because the authorities do 
not want to do anything controversial during 
the Olympics. Most likely, though, China will 
crack down on inflation after this month. 

If inflation is allowed to fester in Asia, 
then the eventual denouement will be much 
worse: for the more entrenched the inflation, 
the tougher the crackdown on it would have 
to be. At current levels, the interest rates required to reduce 
inflation already look painful: imagine how painful it would 
be if Indian interest rates had to rise to 15-20 per cent? 

The hope must be that action is taken now. Ifthat does oc- 
cur, then oil and other commodity prices will be likely to fall 
further, since slower economic growth in China and India 
will mean slower growth in demand and will pop the bubble 
of expectations about ever-growing emerging-market de- 
mand that pushed prices sky-high in the first place. 

In the end, though, what this scenario would mean is that 
the whole world would see a period of slow growth, of read- 
justment of all our economies. It would be a little bit painful 
and certainly quite boring. But it would not be the financial 
apocalypse of which so many people have been talking. 





The author is a former Editor of The Economist. 
policyworld.bw (a) gmail.com 
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IMAGING: NEERAJ TIWARI 


What will the future 
hold for Indian telcos? 
(From left) Idea 
Cellular's Kumar 
Mangalam Birla, Bharti 
Airtel's Sunil Mittal, 
Reliance 
Communication's Anil 
Ambani, BSNL's 
Kuldeep Goyal and Tata 
Teleservices' Ratan Tata 


73910) g telecom 


LONG-awaited offer, 
about to be proffered; 
a sought-after date on 
the verge of being ac- 
cepted; a bold proposi- 
tion almost agreed to 
— and then your call 
drops! We've all been 
through this experi- 
ence. India's cellphone 
network, once the country's pride and the most 
tangible symbol of success, is fast turning into a 
labyrinth of crossed policy wires and faulty cor- 
porate connections. 

*Call is dropping?" a customer service agent 
recently repeated to an irate consumer. "Call is 
dropping, sir, because you are moving about.’ 

With mobile phones not expected to work 
when people are mobile, public disaffection 
with India's telecom companies (telcos) has 
been followed by investor disenchantment with 
telecom stocks. The total market capitalisation 
of the industry's three listed companies has 
fallen by 38 per cent in the last year, from a high 
of Rs 4,24,692 crore to just Rs 2,65,228 crore 








today (see 'Downhill Drive' on page 35). 

Driving the decline are falling average rev 

enues per user (Arpus) telecom companie: 
make every month (see ‘Falling Trend’ on pag 
32). CDMA players Reliance Communication 
(RCom) and Tata Teleservices have seen thei 
Arpus fall from Rs 176 in December 2007 to R 
159 in March 2008, according to the Telecon 
Regulatory Authority of India (Trai). GSM play 
ers Bharti Airtel and Vodafone's Arpus limpe! 
up by just 1.15 per cent to Rs 264, in the sam 
period. In part, this is a reflection of a globe 
trend. Monthly Arpus are expected to fa 
worldwide, from $20.16 (Rs 867) to $18.96 (R 
815) by the end of this year, according to a re 
port from Informa Telecoms & Media, a Lor 
don-based telecom analysis firm. But in Indi; 
Arpus could fall even faster because of a mb 
ture of a new policy barrage from New Dell 
that is certain to hurt all existing players. 

New Delhi's first blow to the six telcos cu: 
rently dominating the industry was the i 
suance of new telecom licences to six companii 
— Swan, Unitech, Loop, Shyam Telecom, St 
and Datacom. Even as Bharti chief Sunil Mitt 
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Competition 
and policy snarls 
threaten to derail 
India’s telecom 
companies 


was privately complaining that this increased 
competition would hurt, the gove rnment 
said it would allow global telcos to bid for new 
3G (third-generation) telecom licences. This 
could also raise the number of players. And the 
official nod has also been given to mobile virtual 
network operators (MVNOs) such as Virgin 
Mobile, which will further fuel competition. 

On the technology front, the government 
served consumers but worried telcos by an- 
nouncing the introduction of wireless broad- 
sand services using the WiMax protocol. 
WiMax, a wireless service that is much cheaper 
o build and operate than conventional cell- 
shone networks, is a hugely disruptive technol- 
gy that is feared by telcos as it radically lowers 
'alling rates (see ‘Advantage WiMax’ on page 
33). With the government also unleashing 
'heap Voice over Internet Protocol (VoIP) serv- 
ces earlier this week, Indian telcos will have to 
ompete with internet service providers (ISPs) 
vho will soon offer virtually free internet-based 
nobile phones. ISPs, who pay a licence fee of Rs 
crore as opposed to the Rs 1,650-crore licence 

2e telecom operators pay, could flood the mar- 





t 





pping 


ket with VoIP phones that cost Just Rs 1,000. 

But the disarray in the industry also offers an 
intriguing opportunity. If any existing or new 
telco about to enter the market on the back of 
newly released 3G spectrum or the proposal to 
allow internet telephony services, can get its 
business model right, it will own the expanding 
Indian market. Somebody — and it will be only 
one, for there are no prizes for being second in 
telecom — will be crowned king. The others will 
be left crying “I coulda been a contender, I 
coulda been somebody”. But unlike Marlon 
Brando, who made his career with those words, 
history will soon forget them. 


The Path To Power 

The Gordian knot somebody wanting to claim 
conquest over Indian telecom will have to cut 
through is called VAS, or value-added services. 
The term refers to the various capabilities and 
utilities beyond vanilla voice and messaging 
services a 3G cellphone, such as the new Apple 
iPhone, could offer when running on a 3G net- 
work. These services would include mobile 
broadband, mobile television, buffer-free 
movies, and music. In many companies, such as 
South Korea Telecom (SKT), VAS contribute 
the lion’s share of profits. Voice calling has vir- 
tually become a free commodity. This is the 
main reason Arpus are falling in countries such 
as the UK, where mobile operator O2's Arpu fell 
by 14 per cent to £231 ($338) from £269 
($393), last quarter. 

But in India, despite the speed with which 
voice calling diffused in the late 1990s, 3G and 
VAS have been painfully slow to roll out. It was 
only last month that Telecom Minister A. Raja 
announced plans to roll out 3G services, which 
could take another 12-24 months to arrive. 
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EXECUTIVE SUMMARY 


* Indian telcos are falling 
behind their global 
peers because of cor- 
porate myopia and 
clumsy regulation 

* Falling service levels 
and the delayed rollout 
of new technologies, 
such as WiMax and VoIP 
are hurting consumers. 
Global telcos coming to 
India could soon control 
the industry 
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FALLING TREND 


The average revenue per user (Arpu) has been 
declining for telecom companies 
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The annual Arpu figures are in Rs, and are averages based on the 
subscriber figures available with Cellular Operators Association of 
india. BSNL and MTNL do not submit the Arpu figures to COAI. 
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Source: Cellular Operators Association of India (COA!) 


REALITY CHECK ON QUALITY 


Official statistics on dropped calls hardly 
reflect ground realities 


Bharti Airtel 


Vodafone Essar 


MTNL - GSM (i) 
MTNL - CDMA (ii) 


IDEA Cellular 
Tata Telese 


Reliance Comm 


BPL Mobile 





Source:Trai 


Telcos admit 3G will commoditise voice serv- 
ices, but worry that India's VAS market will not 
be large enough to make up the loss in revenue, 
as has happened in other countries. Mittal has 
admitted at various fora that free voice services 
^will happen in India too". But he and his peers 
have always avoided the supplementary, when? 


The Path Of Least Resistance 
Instead, Indian telcos have tried to postpone 
the commoditisation of voice services and 
milked them like a cash cow. There is a myth 
that mobile call rates in India are among the 
lowest in the world. But at Re 1 (2.5 cents) a 
minute, India's mobile phone rates are costlier, 
in terms of purchasing power parity, than those 
in the US, where they are Rs 2 (5 cents) a 
minute. Often, Indian call rates are also costlier 
in real terms, for in- 
many countries, con- 
sumers can buy un- 
limited calling plans 
for just $49-99 
(Rs 2,000-4,000) a 


Delhi Mumbai month. Indian telcos 
0.19% 0.67% defend their aversion 
— — to unlimited calling 
0.03% 142% plans. “The urban cus- 
4.45% 1.58% tomer is happy and 
0.14% 0.11% even rural customers 
s are agnostic, says 
0.889/o NA Manoj Kohli, president 
S "enm |. and CEO of Bharti Air- 
Te 059 75 E tel. “With 2 cents a 
0.00% 0.00% minute, we are the low- 
NE E 0.65% est in the world.” 


But the explanation 
is not cutting much ice 





with experts. “Unlimited calling and more 
VAS should have been the road, but the 
ecosystem did not allow that,” says Taveesh 
Pandey, CEO of Black Diamond PE Advisors. 


Network Nexus 

By ‘ecosystem’, Pandey is referring to the 
troika of organisations that control India’s 
telecom industry — telcos, the Department 
of Telecommunications (DoT) and Trai. 
While the latter two are tasked with driving 
innovation, competition and growth in In- 
dian telecom, they have often acted more to 
protect the interests and investments of tel- 
cos. Until the telecom minister finally insti- 
tuted auctions for the sale of 3G spectrum, 
2G spectrum was given away at throwaway 
prices. In 2002, the cost of 4.4 Mhz of spec- 
trum was Rs 1,650 crore, an amount already 
considered low (in the most recent spectrum 
sale in the US in May, T-Mobile bagged the 
national licence for $4.2 billion, or Rs 18,000 
crore). In 2007, when new licences were issued 
to the six new players, plus Tata Teleservices 
and RCom, the rate remained unchanged, de- 
spite the huge increase in the market value of 
spectrum. Companies who gained the licences 
immediately enjoyed valuations, or valuation 
increases of close to Rs 8,000 crore. 


Back To The Future 
Such systemic mismanagement of Indian tele- 
com, once ahead of its global peers, has pushed 
the industry years behind. Time was when cell- 
phones were launched simultaneously in New 
Delhi and London. Today, when the latest 3G 
iPhone is thrilling users worldwide, Vodafone, 
with much fanfare, has launched it in India too. 
But the India cost of the phone is almost four 
times its international cost, and Indian con- 
sumers will be unable to use its most brilliant- 
features. No Indian operator is even participat- 
ing in the development of Google’s new mobile 
phone software Android, being developed by 
the Open Handset Alliance, comprising opera- 
tors and manufacturers such as Motorola, US 
operator T-Mobile and chipmaker Qualcomm. 
Much of this is because Indian mobile phone 
companies are banking their 25 per cent net 
profit margins instead of investing in their in- 
dustry and moving it up the value chain. The 
quality of cell phone network depends on twc 
things - the amount of spectrum available anc 
the number of base terminal stations (BTS) thai 
boost signals in a network. While India's mobil 
phone subscribers have been rising by about £ 
million per month to reach a current total o 
270 million, total investments BTSs have beer 
just Rs 50,000 crore. Instead, telcos have man: 
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aged to wrest excess spectrum at cheap rates 
from the government. While rules mandate that 
. no company should have more than 6.2 Mhz of 
spectrum, Bharti, Vodafone and BSNL are sit- 
ting on up to 10 Mhz of spectrum in many cir- 
cles, This is hurting the industry's growth as 
other telcos, such as RCom and Tata Teleser- 
vices, are short of spectrum. According to a DoT 
draft document, spectrum allocated in excess of 
6.2 Mhz costs the nation Rs 7,216 crore annu- 
ally (see “Excess Spectrum’ on page 35). Late last 
year, RCom Chairman Anil Ambani pointed to 
this in a letter to the Prime Minister. But no ac- 
tion has been taken. 

As a result, the quality of cellphone service 
has deteriorated so rapidly that today’s cell- 
phone seems no more reliable than a 1980s 
landline.When BW asked Indian telcos for sta- 
tistical details on the quality of service (QoS) we 
drew blank from all, except Bharti and Tata 
Teleservices. However, Trai data on QoS shows 
the industry's poor performance over the past 
two quarters. 

Both DoT and Trai claim helplessness in the 
face of falling service levels. "Trai has no powers 
to directly impose a penalty on service providers 
not meeting the QoS benchmarks,” says Trai 
Chairman Nripendra Misra. 

The lack of interest in service is most appar- 
ent in two linked issues: the ineffectiveness of 
the national do-not-call (NDNC) registry and 
roaming charges. About 13.5 million sub- 
scribers are registered with the NDNC but 
many still receive unsolicited sales calls. With 
the fine levied on the telemarketers for violating 
the NDNC being a meagre Rs 500-1,000, it 
took the Supreme Court to solve the problem. It 
suggested that instead of an opt-out registry, 
subscribers would automatically be protected 
from receiving sales calls with only people 
wanting to receive them putting their names on 
an opt-in registry. 

What made unsolicited calls an expensive 
problem was that many were received by sub- 
scribers travelling overseas. International 
roaming charges in India are an incredible $3 
(Rs 120) a minute. In contrast, rates in Europe 
are a maximum of 46 cents (Rs 19), thanks to ef- 
fective regulation. The European Union (EU) 
felt “citizens should be free to text and call 
across borders without unjustifiable extra cost” 
says Viviane Reading, the EU's Commissioner 
for Information Society and Media. 

That Indian regulators are less passionate 
about protecting consumers is evident from the 
number of dropped calls that plague sub- 
scribers of all telcos. Official statistics claim 
only about 1 per cent of calls drop in India (see 
Reality Check of Quality’), a figure subscribers 


would laugh at. Globally, call drops 
are managed by a simple disincen- 
tive — consumers are not charged 
for dropped calls. But Trai refuses 
to countenance the same measure. 
"Currently, the charging is done by 
mobile telecom operators on a per- 
minute basis, and technically it be- 
comes difficult to link the dropped 
calls with charging system,” says 
Misra. Nevertheless, it claims the 
performance is well under the Trai 
QoS norms. 


Progress Put On Hold 

So, are there really any Indian telcos 
capable and interested in breaking 
away from their peers by offering subscribers 
radically cheaper and/or better services, includ- 
ing VAS? 

“We have invested enormous resources be- 
hind development of a world-class network... 
we are committed to offering the best in line 
with our vision of becoming the most admired 
brand in India by 2010”, says Bharti’s Kohli. But 
its performance track record has been dismal. It 
has been a marketing powerhouse that has cap- 
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MISSED CUE: 

Indian telcos are yet 
to capitalise on value- 
added services 


technology that could bring corporal damage on cellular companies. 


WiMax has several advantages over 3G. It offers download speeds up 
to 70 mega bits per second (mbps), five times times faster than 3G's 
15 mbps. Mobile WiMax, whose first network rolled out in Italy in 
July this year, is in direct conflict with 3G as it allows users speeds 
of up to 20 mbps while on the move. Given that WiMax packages will 
come for unlimited usage at a fixed price, a WiMax handset using 
VoIP eliminates the need for voice telephony over cellcos' networks. 
_ Though the cost of WiMax network rollouts of $50-60 per line are 
only marginally lower than current GSM rollout rates of around $55- 
65 per line, WiMax, being a newer technology, is expected to see a 
sharper drop in cost of equipment as global subscriber numbers 


base increased from 260,246 in the first quarter of 2008 to 
1,988,246 subscribers. “Even with an increase of more than 19 per 
cent in WiMax subscribers in the first quarter of 2008, operators are 
still waiting for the tipping point that will lead to acceleration of 
WiMax adoption and deployments,” says Adiane Fellah, CEO and ` 
founder of Maravedis. 

Also, while WiMax handsets cost around Rs 40,000-45,000 
against 3G handset cost of upwards of Rs 24,000 per unit, prices 


are expected to drop as volumes rise. That's when the two technolo- 
‘gies will engage each other in the final battle for supremacy. 
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ON THE RIGHT FOOT: 
Vodafone MD Asim 
Ghosh. The company’s 
international scale and 
experience will give it a 
significant edge in the 
developing Indian 
telecom scene 


italised on its first- 
mover advantage to 
attract 72 million mo- 
bile subscribers — a 
remarkable lead of 22 
million over its near- 
est rival, RCom. 
Bharti’s QoS has been 
one of the worst. “I am 
a driver and, for me, 
not getting call means 
loss of business or 
scolding from my 
boss”, says Laxman 
Lal, who drives call 
centre cabs during 
weekends, and works 
for a school teacher in 
Delhi. “When I took 
the connection in 
2006, it was good, but 
its detoriated so 
much that even when 
I am near customers, 
it says ‘not reachable”. 

Despite — Bharti's 
'stock' of spectrum, it 
has done little to build 
the genuine operational competencies de- 
manded of a world-class telecom operator. In 
fact, Bharti outsources the management of its 
network to a suite of third-party vendors. While 
the company presents this as a smart cost-cut- 
ting move, in reality network accidents high- 
light its shortcomings. 

In June, a fire at Bharti's operations centre in 
Mumbai crashed the company's network for 
days and left it seriously compromised for 
weeks. Bharti users had their calls routed 
through Vodafone's network. Officially, both 
Bharti and its network manager, Nokia- 
Siemens Network (NSN), said the problem was 
sorted in less than 24 hours. But unofficially, 
sources in NSN blamed Bharti's Mumbai man- 
agement for not following some basic safety 
rules, and a senior Bharti source blamed NSN 
and denied all responsibility, saying "We out- 
sourced the network, it is their responsibility.” 

Anil Ambani's RCom, the country's second- 
largest telco, has all the essential pieces to be- 
come India's pre-eminent telecom player. In- 
deed, the Ambanis were leaders in the industry. 
Anil started GSM services in northeast India as 
far back as 1994, and his now-estranged 
brother Mukesh changed the industry's dynam- 
ics when RCom, then in his control, cut call 
charges by two-thirds in 2002. After Anil 
gained control of RCom when the brothers 
split, he has taken what was essentially a CDMA 
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company and turned it into a cross-technology 
powerhouse with the widest product offering — 
CDMA phones to low-income groups, GSM 
phones to higher-end users, CDMA data serv- 
ices to companies, the Rworld platform to Web 
users and video-conferencers, and USB inter- 
net cards to mobile surfers. 

RCom is also one of the new telecom licence 
recipients to have been given GSM spectrum by 
DoT, though competitors have challenged this 
in court. GSM industry leaders, such as Bharti 
and Vodafone, are also unfairly delaying inter- 
connecting their network to RCom's GSM serv- 
ice. But the company has started rolling out its 
GSM network far ahead of CDMA rival Tata 
Teleservices, which has also acquired the right 
to offer them. RCom’s penetration in rural mar- 
kets is also a huge plus. It has signed a Memo- 
randum of Understanding (MoU) for the Uni- 
versal Service Obligation (USO) programme of 
DoT, “World's Largest and Fastest Rural Infra- 
structure' project. The project, comprising 
commissioning 8,982 BTSs, when completed 
would provide telecom services to 2,34,000 In- 
dian villages that do not have any connectivity. 

But RCom's recent attempt to sell out tc 
South Africa s MTN leads many to question 
Ambani’s desire to remain a controlling player 
in the industry. With valuations falling, Am- 
bani, a shrewd financial musketeer, may see 
more sense in exiting the industry rather thar 
riding its fall. “Letting the Infratel (the towe! 
business) IPO to lapse was in line with the mar 
ket condition,” says Gautam Balakrishnan, di: 
rector and principal consultant of Optsoe Con: 
sultant, a Mumbai-based telecom analyst firm 
“But they do have a fear that this may not fetch : 
big value with many players entering this mar 
ket and would like to do away with it quickly.” 

India’s two industrial titans trying to play i! 
telecom — the Tatas and Aditya Birla Group - 
have reproduced little of their other successes i1 
the industry. Kumar Mangalam Birla's Idea Cel 
lular, which recently acquired Spice Telecom 
4.6 million subscribers for Rs 2,716 crore, is stil 
struggling to grow. Idea's subscribers are mostl 
in urban areas, and it has been slow to grow i 
rural markets. The company also has not an 
nounced any significant growth plans, and ex 
perts predict that Birla, like Ambani, may soo 
sell out to a foreign player. "They are for salt 
but the valuation they are seeking is high,” say 
Balakrishnan."They still hope to get $400 pe 
subscriber as Hutch got, but a more realisti 
price would be $120-140 per subscriber". 

Tatas have had the most muddled strategy « 
all the telcos. The group's decision not to bu 
Birla's stake in Idea in 2006, when stock pric 
would have been substantially lower than t« 
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213,824 The market capitalisation of companies has been declining 


days Rs 96, seems like one of the worst corpo- 
rate decisions of the decade. Tata Teleservices 
appears to have settled on a stable telecom 
strategy under current CEO Anil Sardana. But 
the pain of past errors is still seeping through its 
various telecom ventures. If all these — Tata 
Teleservices, Tata Tele (Maharashtra) and Tata 
Communications — merged, they would create 
a formidable enterprise, at least on paper. In re- 
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ality, Tatas’ tardy decision to offer GSM services High Value Current Value High Value Current Value High Value Current Value 
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Tata Teleservices' controversial deal with 
Richard Branson's Virgin Mobile, which when 
introduced danced on the edges of telecom 
rules, is also failing. The company refuses to re- 
lease subscriber figures for its Virgin-branded 
services, and its plans to penetrate rural India 
by leveraging the distribution systems of other 
Tata companies are also going slowly. The only 
area where Tata Teleservices is a leader is in cor- 
porate data services, and here, too, the company 
faces increasing competition. 

State-owned BSNL and MTNL have 37.91 
million and 3.53 million mobile subscribers, 
each. But their success has been built on the 
back of unfair support from DoT and Trai. For 
example, both will receive the licence and spec- 
trum for 3G at least 6-10 months ahead of oth- 
ers. This has marred the companies' ability to 
compete in an open and fair playing field. 


A Depressing Reality 
Though India's mobile phone industry has pro- 
duced many millionaires since its inception — 
the Ruias of Essar, Rajeev Chandrasekhar of 
BPL, Analjit Singh of MaxTouch, C. 
Sivasankaran of Aircel and Sunil Mittal to name 
a few — it appears as if it will produce no more. 
While Bharti's 22 million subscribers lead over 
its nearest competitor makes it nearly unassail- 
able (except for a merger of two cellcos) for the 
moment, it could well be the only major Indian 
cellco left in the market. With most Indian tel- 
cos, including RCom, Idea, the six new entrants 
and even Tata Teleservices, looking to offload 
equity to foreign buyers, and BSNL shackled by 
the government, it looks like foreign companies 
will soon dominate India's telecom market. 
Here, Vodafone has the first-mover advan- 
tage, though it is yet to display the brute force of 
a Bharti in the market. Vodafone has the right 
mix of technical competence, capital, market- 
ing savvy and policy smarts. It is slowly bringing 
its best-selling global VAS to India, and is the 
only major player with significant experience in 
managing 3G networks (in the UK and Aus- 
tralia). The company's global purchasing agree- 


years Source:CapitalinePlus and BW research 


ments also allow it to purchase equipment at 
deeply discounted rates. And then, there are 
other advantages, such as leveraging global 
marketing campaigns. Brand appeal is critical 
to winning subscribers today, and while Indian 
telcos, particularly Bharti and Idea, have strong 
marketing skills, it's hard to compete with 
Vodafone's global punch. For example, its 
global tie-up with the Mercedes McLaren F1 
team is hard to match for sex appeal. 

Lastly, as a multinational and the world's sec- 
ond-largest mobile operator with a market cap- 
italisation of $135.14 billion, Vodafone's capital 
resources far outweigh those of local telcos. 

Indeed, these benefits could also accrue to 
other global telecom majors, one reason new 
players Unitech, Loop, Swan and Datacom are 
also looking to sell significant stakes to compa- 
nies such as the UAE's Etisalat and AT&T. 
Though, technically, the Indian companies can- 
not do this, loopholes will allow them to do so, 
and it is expected these alliances will then bid 
strongly at the 3G auctions the government 
promises to hold within the next few months. 

As this happens, the power centre of India’s 
telecom industry will slowly pass from Indian to 
foreign companies. This is a depressing trend; 
one we have seen in leather, diamonds, and a 
host of other industries. Now, it is particularly 
depressing to have it show up in various sunrise 
industries, such as pharma and telecom. 

What it suggests is that while India Inc. is un- 
doubtedly capable of global plays in old-world 
industries, such as steel, it is still miles away 
from being able to compete globally in nextgen 
businesses that require technical innovation 
and marketing savvy. 

Can telecom buck this trend and set India on 
a different growth trajectory? The answer is in 
the hands of five Indian telecom titans. 





m.rajendran (a) abp.in 
For an interview with Trai Chairman 
Nripendra Misra, log on to businessworld.in 
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EXCESS 
SPECTRUM 


BSNL 
Vodafone 
Bharti 
MTNL 
BPL 


Idea 


Reliance 


Total 


*DoT's estimate of costs to 
nation for additional spectrurn 
in excess of 6.2 Mhz 





Source: DoT draft paper 
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nfair 
Extraction 


by Muthukumar K. 


IN THE OLD DAYS, TREE PLANTATION OWNERS WERE 
prevented from selling wood planks wider than 
a foot as a way to protect the felling of old trees. 
Only when old trees fell in a storm, or by any act 
of God, could their wood be sold. That's the ety- 
mology of the word ‘windfall’. Now, the Centre 
wants to levy a ‘windfall profit tax’ on oil compa- 
nies, but does this act of politicians have any 
logical or economic basis? 

The argument for a windfall tax rests on the 
idea that companies who make sudden profits 
for no effort of their own should part with a 
greater part of that money for public good. After 
all, governments often give industries tax con- 
cessions when they suffer from acts of God or 
uncontrollable external circumstances — some- 
times even when they suffer from circum- 
stances of their own making. __ 

Yet, given the vagaries of the oil business, itis 
unclear if the windfall tax principle applies. 


A windfall 
tax would 
only drain 

-India’s 


energy 
capacity 
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Upstream oil companies 


Mangalore Refinery - 
Chennai Petroleum ` 
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Even if it does to oil producers, whose ‘stocks’ of 
oil are suddenly worth five times what they were 
five years ago, does it apply to oil refiners, whose 
net profit margins are 8-15 per cent —less than 
that made by a host of companies and indus- 
tries (see ‘Merry Margins’)? 

More importantly, given the huge invest- 
ments India needs in energy, is it wise to extract 
money from the industry and put it into govern- 
ment coffers, from where only some 10 per cent 
will be put to its intended use? Would not it be 
better to get oil companies to invest any wind- 
fall profits back into the fossil fuel, or better 
still, alternative energy, industry? “The govern- 
ment is not going to produce more energy with 
the money (from a windfall tax),’ says commod- 
ity guru Jim Rogers, who co-founded the Quan- 
tum Fund with George Soros. “Only energy 
companies will be able to do that, but not if you 
take their money away and give it to politician: 
and bureaucrats.” 


Rogers, and investor Warren Buffet, who ha. 
otherwise supported higher taxes in the US 
both say oil prices change as a function of de 
mand and supply, and the profits oil companie 
make are reward for the risk associated witl 
managing that. But the B.K. Chaturvedi Com 
mittee, tasked with looking into the idea o 
windfall taxes, appears to have a different view 
Though the committee's report has been myste 


MERRY MARGINS 


Many companies across industries have 
higher profit margins than oil companies 


India’s most profitable 
companies 





ONGC — DLF (realty) 
Oil India* 2 Unitech (realty) 
E Downstream oil companies Indian Hotels — — 43 
Reliance Ind Bharti Airtel (telecom) 42 
“Bongaigaon Refinery 1€ Tata Steel_ ES. 
-malara Dafinery J Shipping Corporation 


Infosys (software) — 
Gujarat Ambuja Cement 
Grasim (cement) — 
Operating profit margins in percent: 
age for 2007-08. *2007 
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THE MAN BEHIND IT: 
Amar Singh has been 
one of the first to 
demand the levying of 
windfall profit tax 


age refineries to expand and offers them a 50 
per cent tax rebate for a 5 per cent expansion in 
their capacity. That's because there is a global 
shortage of refineries, and one is racing to build 
new ones. Rising crude oil prices hurt refineries 
— the cost oftheir raw material and transporta- 
tion increases but their own margins can't grow 
by as much. 

Globally, refining margins are already down. 
"Unlike oil exploration and production compa- 
nies, oil refining margins follows a price cycle 
which is peaking now,’ says Shriram Iyer, head 
of research, Edelweiss securities. 


“dat 


It isan open secret that Samajwadi Partyleader 
Amar Singh raised the issue of windfall taxes 
to hurt Mukesh Ambani, brother of Singh’s 


Wie chief patron, Anil Ambani. Political battles 
"MM are par for the course in New Delhi, but 
URG 2 MM Singh’s demand will also ‘punish’ RIL's 






riously kept out of the public domain, it is be- 
lieved to call for windfall taxes on upstream oil 
companies — those involved in oil exploration, 
extraction and wholesale operations. Appar- 
ently, any revenues earned beyond $75 per bar- 
rel of oil by these companies would be taxed. 
This would hurt listed companies, such as 
ONGC, and it raises a legal question. “Windfall 
tax imposition would be contrary to the terms 
of the production-sharing contracts signed by 
the government with oil exploration compa- 
nies,” says Vijay Iyer, a partner at Ernst & Young. 

But the greater danger is that downstream 
(refining and retailing) oil companies, such as 
Reliance Industries (RIL), Mangalore Refiner- 
ies, Chennai Petroleum and Bongaigaon Refin- 
ery, could also be hit with the tax. 

This would be unwise, and, propaganda 
aside, out of step with US thinking. While the 
US is considering a windfall tax on oil produc- 
ers, it does not intend this tax to hit refineries. 
In fact, the US is desperately trying to encour- 
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2.1 million stockholders. 

| RILs profits look huge at Rs 19,458 

=~ crore ($5 billion). But its operating 

^. profit margin (OPM) is just 17.3 per 
cent. OPMs for other refineries during 

the past financial year were: Mangalore 

Refinery (7.2 per cent), Chennai Petroleum 

(6.5 per cent), Bongaigaon Refinery (9.7 
per cent). Only upstream oil companies ONGC 
and OIL had OPMs of 59 per cent and 67 per 
cent respectively. 

RIL's OPM is higher than its peers because it 
is one ofthe world's most efficient refiners. "We 
have a Nelson Complexity Index (NCI) of 10 
plus, one of the highest in the world," an RIL 
source says. Generally, the higher a refinery's 
NCI, the better its ability to produce high value- 
added products, and thus higher margins. "If 
you tax us for our margins, then you tax us for 
our efficiency, the RIL source says. 


Currently, several industries and companies 
make OPMs of above 20 per cent (see ‘Merry 
Margins’). So, could these companies and in- 
dustries be targeted with windfall taxes? 

"We worry about this, says a New Delhi- 
based CEO. “We want the government to under- 
stand the only way to lower the oil subsidy is to 
raise fuel prices, not taxing companies." This is 
also said to be one ofthe chief recommendations 
of the Chaturvedi Committee, which says do- 
mestic oil prices should be aligned with world 
market prices, in phases, by March next year. 

But that would be the right thing to do, and 
that's never easy to do in New Delhi. 
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More Loss 
Than Profit 





HARD BARGAIN: 

The Institute of 
Chartered Accountants 
of India’s emphasis on 
reciprocity is stifling 
growth opportunities 


Is ICAI’s 
short- 
sightedness 
hurting the 
industry’s 
prospects? 


by Puja Mehra 


EVERY YEAR, ABOUT 10,000 BRIGHT YOUNG 
accountants pass out of the Institute of Char- 
tered Accountants of India (ICAI). What are 
the chances of them breaking into the Ivy 
League of global accounting — called the Big 
Four (the three largest accounting and auditing 
firms in the world)? Slim, fear experts. 

The cap of 20 on the number of partners that 
can come together to constitute a firm is a well- 
known hurdle to becoming big. Former office 
bearers of ICAI, top professionals, and even bu- 
reaucrats warn that the mindset of the institute 
is another deterrent. They point to the short- 
sightedness on setting the stage for Indian ac- 
countants to make inroads into global markets, 
meddling in what should be internal decisions 
of firms, and more-than-necessary emphasis on 
reciprocity from countries. 

“Reciprocity is and should be the cornerstone 
for market access,' says Rahul Roy, director of 
Ernst & Young. *However, the structure of 
our profession and our domestic regulations 
should also more clearly mirror those in the de- 
veloping markets." 

India does not send its best technical talent as 


TRIBHUWAN SHARMA 


f 
representatives on boards such as the Interna- 
tional Accounting Standards Board and the In- 
ternational Federation of Accountants. Rather, 
India restricts its representatives to the sitting 
members of the ICAI council. Therefore, India’s 
input is not as eagerly sought after. “It’s impor- 
tant for India to shape the decisions taken at the 
international level, particularly those that im- 
pact small and medium companies,” says Roy. 

Then, after barring accounting firms from 
advertising for decades, ICAI recently reversed 
the ban. It is now dictating the font sizes for the 
advertisements. Another bizarre rule disallows 
accountants from participating in competitive 
bids to bag clients. 

Also, though it has permitted multi-discipli- 
nary partnerships, say, between accountants 
and lawyers, engineering and other profession- 
als, tie-ups with foreign non-accounting part- 
ners remain forbidden. This has put contracts 
which need the bidding consortiums to have in- 
ternational experience out of reach of Indian 
firms. That’s because not many Indian firms 
have such experience and foreign partnerships 
are out of bounds. 

ICAI, in its defence, simply invokes the level- 
playing-field argument. “If Indian firms can’t go 
abroad, how can we allow them (foreign firms) 
to come here?” says ICAI President Ved Jain. 
The point, however, is that in order to protect 
the Rs 15,000-crore Indian market, the ICAI’s 
stance is closing the $100-billion (Rs 4,35,000- 
crore) world market on Indian accountants. 

On the specific issue of dictating font sizes for 
advertisements, Jain says, “Font sizes are a part 
of ethics.” He defends the alleged archaic style 
of functioning, saying while its detractors com- 
plain against specific decisions with a bearing 
on them, the council has to take a holistic view 
on all matters as a body responsible for the pro- 
fession in India. The trouble is, ICAI follows the 
principle of reciprocity in most matters. Unless 
it receives a concession from a country, it does 
not yield, even if Indian accountants stand to 
lose in the bargain. 

Such a stand has made ICAT's mindset in- 
ward-looking. Often, it ‘adapts’ international 
accounting/auditing standards rather than 
‘adopting’ them — it Indianises the rules rather 
than accepting them the way they are. 
“Such adaptation is akin to a drop of mud in a 
glass of clean water,” says Roy, “because it de- 
feats the whole purpose of using international 
standards." If India were using the standards 
the way they are, the western world could out- 
source a bulk of its auditing and accounting 
work to India. 
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Infertile 
Policy 


by a. vellayan 


INDIA'S FERTILISER SUBSIDY BILL FOR 2008-09 
is expected to cross Rs 1, 20,000 crore. With 
input costs climbing vertically, no upper cap 
on outgo on subsidy is visible. This is cause 
for serious concern. India currently imports 
over 14 million tonne of fertilisers from all 
across the globe. Subsidies at these levels 
cannot be sustained, and the current policy 
framework really does not encourage green- 
field investments to contain this outflow, 
nor is there an incentive to optimise the use 
of fertilisers. 

So, what then can be a viable strategy for 








Why fertiliser prices are rising? 


Input costs have increased sharply in the past year 
2007 2008 









Rock Phosphate 58 350 
Urea 320 780 





Figures in $ per tonne 


production of ammonia through bilateral 
agreements, and facilitate gas-linkage agree- 
ments with gas-rich countries such as 
Kazakhstan, Qatar and Oman, and help es- 
tablish urea and ammonia complexes with 
secured buy-back agreements. This will en- 
sure supply of urea, imports of which is ex- 
pected to touch 8 million tonne. 

Precious natural gas in Kaveri-Godavari 
basin can be conserved for power produc- 
tion. India should encourage private in- 
vestors keeping long-term demand in view. 

Phosphoric acid production and DAP pro- 


balancing the food security needs without To ensure duction through joint ventures in phospho- 
Coi fiscal Weine and better food chin yaway wa as oe Tunisia 
oremost, the farm gate price n to be in- F and Saudi Arabia can also work well. 
creased. Only then will fertilisers be valued, security, Besides, India can use its reserve of low- 
and waste avoided. India must grade rock to manufacture single super 
This strategy has been prudently used by phosphate, which contains 10 per cent phos- 
China, which has partially decontrolled look to horous. It can also supply essential ele- 
xn p pp 
E Locis wu to the Bier spon ipit produce 75 ag ~~ — and calcium. Kir 
ing a part of the price increase. While a bag rategically speaking, ensuring India's 
of DAP costs Rs 2,500, it is sold at Rs 485 in per cent of food security requires that dependence on 
India a sese hes WU are A fertilisers — of ant puk should be gio: to, 
ers, on the other hand, gets it a per Ñ say, 25 per cent. This means a target of 75 per 
bag. Consequently, this pricing has taught domestically cent domestic manufacture. To achieve this, 


the Chinese farmer to be more prudent in us- 
ing chemical fertilisers. 

Secondly, at present fertiliser usage in India is quite 
wasteful with leaching wash off of 30-40 per cent. There is 
an overdose of nitrogen. This can be corrected by scientific 
and balanced use of nutrients N, P, K and S, oil testing and 
determining the right quantity and increased use of water- 
soluble fertilisers. 

Key inputs for fertilisers are controlled by a clutch of 
countries and companies. Ammonia is under the dominion 
of the Arab Gulf. North African suppliers control rock and 
phosphate, the US has its hand on DAP, while Canada and 
Russia rule over potash. And, refineries the world over con- 
trol sulphur. 

Indian companies should be given incentives to take 
stakes in prospecting and mining of raw materials such as 
rock phosphate. Appropriate tax breaks and capital support 
also need to be provided. 

The government must also support overseas ventures in 


the government should encourage use of 

compost and city waste through a transport 
subsidy support. These materials are available in plenty, 
around 200 million tonne every year, and can not only aug- 
ment fertiliser requirement, but also improve our belea- 
guered soils. Introduction of specialised nutrition through 
water-soluble fertilisers which has a substitution effect of 1: 
9 when compared with use of traditional DAP, and also in- 
crease use of low phos-content complexes, thereby reducing 
demand of phos acid. Further supply of subsidised micronu- 
trients will also enhance the fertiliser uptake by crops, lead- 
ing to higher food production. 

With this multi-pronged approach, the outgo on fertiliser 
subsidy can quite easily be limited to Rs 50,000 crore or so 
against the current Rs 1,20,000 crore, thus benefiting the 
economy immensely. 


The author is vice-chairman and director of strategy 
at The Murugappa Group 
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BEEN ew environment 
Water For 


What's 
behind 
cola giants' 
(Irive to 
conserve 
water 


TAKING INITIATIVES: 
(Top) Atul Singh, 
president and CEO, 
Coca-Cola India. The 
company is restoring 
traditional step-wells as 
part of its water 
conservation efforts 


Thought 


by Sumati Nagrath 


MANGAL CHAND YADAV IS A HAPPY MAN TODAY. 
Last December, the farmer from Rajasthan’s 
Chomu district had installed a drip irrigation 
facility in his farm. Seven months since, his 
yield has improved marginally, but attendant 
benefits have been aplenty. “Not only has this 
method helped me cut down on water and 
labour usage, it has also helped circumvent the 
problem of erratic electricity supply,” he says. 
Yadav is one of 15 farmers who have benefited 
from the first round of beverages major Coca- 
Cola India’s project to promote drip irrigation 
in Rajasthan. While the state government offers 
50 per cent subsidy to farmers for drip irriga- 
tion, Coca-Cola has pitched in to up the subsidy 
to almost 90 per cent. This, 
along with several other initia- 
tives, is part of Coca-Cola In- 
dia’s efforts to promote water 
conservation in the state. 
Curiously, bitter rivals Coca- 
Cola and PepsiCo find them- 
selves, for once, on the same 
side. In separate global moves, 
the two soft drink giants are in 















the midst of massive efforts aimed at becoming 
‘water neutral’, meaning, as Coca-Cola’s official 
announcement of its initiative puts it, “return 
every drop of water we use back to nature”. 

But there is more to these initiatives by Coca- 
Cola and PepsiCo — which have both been ac- 
cused of not only reducing water tables but also 
polluting groundwater pools — than sustain- 
able development and community service. They 
are as much about ensuring continuity of their 
businesses as they are about earning goodwill, 
admit executives of both companies. 


In India, Coca-Cola initiated action soon after 
the closure of its bottling plant in Plachimada, 
Kerala, in 2004. The plant had been accused of 
depleting and polluting groundwater. Soon, 
similar complaints began to emerge around its 
Kaladera plant — which used 87,977 kl of water 
in 2007 — in Rajasthan. “Our learning from 
Plachimada was about what we should have 
done and what we didn’t,” says Atul Singh, pres- 
ident and CEO of Coca-Cola India. He admits 
that the company was “not open to talking to 
the community” in the past. 

Last year, Coca-Cola announced a global ini- 
tiative to become water neutral 
by 2009, though it had begun 
water conservation projects 
three years ago in 2004. “We are 
in the water business,” says 
Singh. “Ninety-eight per cent of 
our ingredient is water, so we 
have to provide for it.” Coca- 
Cola’s efforts at Kaladera have 
followed the 4-R policy: reduce, 
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recycle, reuse and recharge. This, company offi- 
cials say, has brought down water usage at the 
plant by 40 per cent in the past five years. 

PepsiCo India, on the other hand, had an- 
nounced in 2003 its intention to achieve a posi- 
tive water balance by 2009. Since then, the 
company has put in place rigorous water usage 
and monitoring policies across its 15 company- 
owned plants, with the 28 franchisee-owned 
plants following suit. “In the past five years, we 
have been able to substantially cut down water 
usage at our plants,” says Pradeep Sardana, ex- 
ecutive director of operations at PepsiCo India. 
In 2001, on average, 7.1 litres of water were used 
to manufacture 1 litre of beverage. Today, ac- 
cording to Sardana, it is down to 2.2 litres. 

So, come 2009, both companies will — if 
everything goes according to plan — conserve, 
recharge and replenish as much or more water 
than they use. 


But not everyone is convinced. *Both Coca-Cola 
and PepsiCo profit from water and don't really 
care about the community within which they 
operate,” says Nandlal Master of Lok Samiti, a 
community group challenging Coca-Cola's op- 
erations in Mehdiganj, near Varanasi. Master 
finds the water recharge initiatives of Coca Cola 
seriously flawed. “There are two major prob- 
lems with their plans,” he says. “First, their 
stated capacity to save water is subject to the 
conditions of average rainfall, and secondly, 
while the company, say, in the case of Mehdi- 
ganj, draws water from within a 3-km radius for 
its plant, most of its rainwater recharge shafts 
are about 35-40 kms away.’ This, he points out, 
means very little water conservation in the zone 
of actual operation, which is where the commu- 


nity is most deprived. 

Actually, water conservation at their plants 
contributes a very small percentage of the total 
target for the two companies. They are instead 
making targeted interventions in agriculture. 
The rivals argue that it is agriculture that is pri- 
marily responsible for water wastage. "Industry 
uses only about 6 per cent of fresh water in the 
country, of which the beverage companies use 
only a fraction, while agriculture uses almost 80 
per cent,” says Vivek Bharati, executive director 
of agriculture and external affairs at PepsiCo. 

PepsiCo has been helping save water in Pun- 
jab through the introduction of direct seeding 
paddy cultivation, as opposed to conventional 
methods. Overall, says Bharati, this along with 
other initiatives has helped PepsiCo save over 2 
billion litres of water over the past two years. 

Coca-Cola’s initiatives in Kaladera include 
construction of recharge shafts, the revival of 
old step wells or bawaris, rooftop rainwater 
harvesting, and the promotion of drip irrigation 
among local farmers. 

But, as Master points out, all these initiatives 
seem to be based on the hypothesis that rains 
will continue to be normal. But what ifthe rains 
fail repeatedly? Coca-Cola India’s Singh says 
that the company’s environment and water re- 
sources group has issued water-scarcity guide- 
lines earlier this year, which provides guidelines 
on how to manage plant operations and work 
with local communities during periods of short- 
term as well as prolonged water scarcity. 

While both Coca-Cola and PepsiCo seem to 
be committed to water conservation, the 
protests against them refuse to die down. 
Clearly, the battle for water is far from over. 





sumati.nagrath @abp.in 


+ OPDTLASNEPN anne 43 RITSINEFSSWORLD 


CONSERVATION 
QUEST: 

Sanjeev Chadha India 
head, PepsiCo; (left) 
rain-water harvesting 
pond at Pepsi's 
Pallakad plant 
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Time For 
Tough Calls 


paul samuelson 


MUCH TIME IS WASTED BY FINANCIAL JOURNAL- 
ists on the question: Is the US in a recession? 
If not yet, will it soon be? 

And what about the global economy — re- 
cession or no recession for the European 
Union? The same questions can also be asked 
for the economies of Japan, China and India. 

Most writers for the financial press use as 
their definition of a recession at least two 
quarters of negative growth for the real gross 
national product. 

Never mind that the august, self-ap- 
pointed private National Bureau of Eco- 
nomic Research (NBER) committee, which 
takes on the task of dating recessions, goes 





Globally, 
2008 to 2010 


Middle Eastern sovereign funds, swollen 
by high OPEC prices, looked to be winners 
who could buy up cheap ownership fractional 
shares in the biggest western investment 
banks. Bully for them? Maybe. Though when 
the new partners look inside with a micro- 
scopic eye, some of them will learn that not all 
of the bargains will turn out to be bargains. 

Let's look to the uncertain future and post- 
pone searching for those to blame for past 
evils. Back in 1929, after the great Wall 
Street crash that October, there ensued a 
guessing game. By late in 1930, when most 
Wall Street investors had lost half their 
wealth, was that finally the time to recoup by 
going back into common stocks? 

Professor Irving Fisher of Yale was a sharp 
academic. Before 1929 he had accumulated 
three separate fortunes. The son of a poor 
minister, he had married an heiress. Fisher's 
second fortune came from inventing useful 
gadgets that today we would call software, a 
la Bill Gates at Microsoft. And third, from 
even before 1925, Fisher had plunged into 
Wall Street stocks, using leveraged borrow- 


beyond the two-quarters-of-decline rule of b ing to do so. 
thumb. When the NBER pundits affirm the “pas: e By 1930, he had lost almost all of his for- 
existence of a recession, that phase of the cy- tou ears tunes. On top of Mr and Mrs Fisherss losses, 
cle has been going on for quite a while. 5 Y he had counseled his wife's sister — president 
Those PhD experts are writing for the eco- for jobs, of Wellesley College — to buy risky securities. 
nomic history almanacs. a: "is x: aim- profits and Ses any Ju € site — 
ing to give tipst i -by-day in- i . In his next book, itted that 
non ial the US, Coden of Hane Moris i and rates of he had va iei Soinin in “awaq But 
markets — urging them to go long or warn- innovation — on the basis of the revised analysis, Fisher 
ing them to stay bearish. for investors deduced that the stockst had fallen so much 


I cut through worrying about the R-word. - 
During Japan’s lost decade of 1990-2000, we 
can be sure it was in a serious slump even if 
there was never a single quarter of negative aggregate 
growth. Call it what you will — “only a growth recession”, or 
whatever — Japans society will never recoup what it has lost. 

Globally, 2008 to 2010 can be tough years for jobs, profits, 
production and rates of innovation. Recall those legendary 
“locomotives” — American, German and Japanese — and 
now add to that list the new Chinese and Indian locomotives. 
All of these may sputter down in a different degree. Maybe 
US growth will be positive at about one-half to one-quarter 
per cent per year. If at that same time China’s growth rate 
drops from 10 per cent to 5 per cent, that will be awful. Best 
that I leave China and India to their experts (if they exist). 

It becomes clearer every day that the chaos bred in the US 
by unregulated new fiendish instruments of financial engi- 
neering has badly infected banks and other lenders in 
Switzerland, Germany, France, Italy and Britain. Almost no 
place has been spared — not even Ireland, Iceland or Norway. 


they were now a screaming bargain. 
In the 1931-1932 period, those Dow Jones 
stocks proceeded to fall by half once again! 
Charles Dickens wrote A Tale of Two Cities. I have to tell 
the tale of two investors: Irving Fisher and old Joe Kennedy, 
father of President John Kennedy and Sen. Ted Kennedy. 
Joseph Kennedy Sr.s major fortune came from selling short 
in the post-1929 epoch. What Fisher bet would go up, 
Kennedy bet would continue to go down. The rest is history. 
When Franklin Roosevelt's New Deal rescued capitalism, 
Kennedy Sr. shifted into buying the huge Merchandise Mart 
in Chicago. Later still, he financed the burgeoning film indus- 
try. Call it what you will: shrewd calculation or just plain luck. 
No one can be dogmatic about the future. But I do suggest 
that with considerable probability the Ben Bernanke-Henry 
Paulson team at the Federal Reserve Bank and US treasury 
will have to willy-nilly spend a lot to keep the dominoes of 
bankruptcies and bank runs from falling down. 





(O 2007 Tribune Media services 
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A new 
genetically 
modified 
rice strain 
is breeding 
controversy 


BANNED: China has 
stopped a clinical trial 
of Golden rice as its 
safety remains doubtful 


Golden 
Scare 


by Noemie Bisserbe 


A CLINICAL TRIAL WAS CUT SHORT IN CHINA LAST 
month when the government found that 24 
children of 6-8 years of age at a primary school 
in Henyang in Hunan province were to be used 
as guinea pigs to test a new variety of genetically 
modified rice known as Golden rice. But, ironi- 
cally, in the midst of a host of controversies, In- 
dia’s state-owned research labs — Indian Agri- 
cultural Research Institute in New Delhi, Tamil 
Nadu Agricultural University (TNAU) and Hy- 
derabad-based Directorate of Rice Research — 
are conducting research on golden rice. 

“We are breeding Golden rice with local 
species but we are yet to develop a potential line 
that would meet our dietary requirements,” says 
S.R. Rao, director at the Department of 
Biotechnology (DBT) of the Ministry of Science 


BE 1:71: agriculture 


and Technology, who coordinates the Golden 
rice project in India. “There are still many issues 
that we need to solve before coming out of the 
green house. For now, there are no proposals to 
carry out clinical trials in India.” 

Golden rice, created by Swiss agri products 
firm Syngenta, owes its pale yellow colour to 
beta-carotene, which helps build vitamin A. It 
is not approved for commercial use anywhere in 
the world and has never been tested on humans. 

The China trial, sponsored by Tufts, a private 
US research university, had received approval 
from the US National Health Institute, but not 
from the Chinese government. Authorities were 
alerted by Greenpeace, which was then told that 
“no foreign genetically modified rice was im- 
ported into China for the trial”. Still, the inci- 
dent could steer a new debate on genetically 
modified organisms (GMOs). 

Greenpeace has warned the governments in 
Bangladesh, India, Indonesia, Philippines and 
Vietnam not to allow such risky trials. “There is 
no evidence that this rice is safe,” says Jai Kr- 
ishna, a campaigner with Greenpeace in India. 

The debate over genetically-engineered crops 
erupted when they made their commercial de- 
but in the mid-1990s. European environmen- 
talists and consumer advocacy groups were the 
first to launch major protests that have since 
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spread worldwide. Most genetically-engineered 
crops introduced represent minor variations on 
two themes: resistance to insect pests, and to 
herbicides used to control weed growth. And 
they are often marketed by multinational com- 
panies that produce and sell the very agricul- 
tural chemicals farmers spray on their fields. 

But Golden rice was touted as the first exam- 
ple of a GMO that could help save more than a 
million children who die every year weakened 
by vitamin-A deficiency, and another 350,000 
who go blind in Asia and Africa. 

Many countries, including India, have vita- 
min A supplementation programmes for chil- 
dren under five. Since many children rely on 
rice as a staple food, the genetic modification to 
make rice produce vitamin A was seen as a sim- 
ple and cheaper alternative to vitamin supple- 
ments, green vegetables or animal products. 

However, over a decade after it was created in 
1999 by Ingo Potrykus of the Institute of Plant 
Sciences at the Swiss Federal Institute of Tech- 
nology and Peter Beyer of the University of 
Freiburg, Golden rice is still in the labs, and sci- 
entists remain unable to address the safety and 
environmental concerns it raises. 

In 2005, Syngenta produced a variety of 
Golden rice called Golden Rice 2, which pro- 
duces 23 times more carotenoids than the origi- 
nal. Syngenta donated the variety to institutions 
across China, India, Philippines, Indonesia, 
Bangladesh and Vietnam, for research. 

While Syngenta holds some patents on 
Golden rice, it has said that farmers who make 
$10,000 (about Rs 4.4 lakh) or less a year would 
be issued free licences. So, it may have little 
commercial interest in the project. “But once a 
GMO is accepted, it will be easier for them to 
push for other varieties too,” argues Krishna. 

Meanwhile, scientists accuse anti-GM “well- 
fed folk” of disrupting technology that will ben- 
efit the poor. “There is no merit in activists’ ar- 
guments against Golden rice,” says S.K. Datta, 
chair professor at the University of Calcutta. 
“They just want to say no to GMOs.” 

It remains unclear when Golden rice could be 
launched in India. “It is difficult to say how 
much time it will take for a line to be identified 
and approved,” says D. Sudhakar, who is leading 
the research on Golden rice at TNAU. Adds Rao: 
“It may take us another two years just to take a 
product out of the lab, after which pre-clinical 
studies on animals would be conducted.” 

India’s National Biotechnology Regulatory 
Bill 2008 — mooted by the DBT, and whose 
draft was published earlier this year — sets the 
stage for the establishment of the National 
Biotechnology Regulatory Authority (NBRA), 
an independent body that would provide sin- 


gle-window clearance for GM products and 
processes. “This Bill will facilitate the approval 
process for GM products,” says Datta. 

However, the Bill has been facing fierce oppo- 
sition. Last month, a group of 50 farmer leaders 
and NGO representatives from 15 states wrote a 
letter to Prime Minister Manmohan Singh, ask- 
ing him to drop the Bill immediately. 

Separately, Greenpeace said that “the ration- 
ale for replacing the existing structure with the 
government's single National Biotechnology 
Regulatory and an inter-ministerial group 
chaired by a reputed scientist is essentially to 
accelerate the process of GMO approvals". 

Naturally, Rao does not agree: *The Bill does 
not give a clean chit to GMOs; it creates a very 
procedural and transparent system." DBT has 
recently completed a process to gather feedback 
on both draft documents from various stake- 
holders at the Central and state levels. 

In an interview earlier this month with the 
UK's Daily Telegraph, the Prince of Wales 
warned that the mass development of geneti- 
cally modified crops could cause the world's 
worst environmental disaster. His comments 
may spark a new global debate on GMOs. 

But at a stage where Indian state officials 
have come to suggest eating rats to reduce de- 
pendence on rice, the timing may be right for 
GMO advocates, and genetically-modified 
crops to play a role in guaranteeing food secu- 
rity. But the question remains whether it would 
create more problems than it would solve. 
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HEALTH BENEFITS: 
Rich in beta-carotene, 
Golden rice helps in 
building vitamin A 








China 

is paying 
more 
attention to 
aesthetics, 
finally 


CENTRE STAGE: The 
Beijing Olympic mas- 
cots, representing the 
five traditional Chinese 
elements, are entirely 
indigenous creations 





Designs For 


More 


by Atish Ghosh in Beijing 


FROM VANCOUVER TO VLADIVOSTOK, “MADE IN 
China’ is an easy label to find and a tough one to 
beat. Indeed, in the past 10 years, it is Chinese 
labour that has supplied the world with cheap 
consumer goods. However, try as it might, the 
‘Designed in China’ label has not been able to 
evoke international confidence. 

“Generally speaking, Chinese designers still 
lack experience in innovation,’ says Nina Yu, 
general manager at furniture design firm Ha- 
worth’s Beijing office. “They have been working 
in an insular environment for far too long. For 
example, bentwood furniture requires certain 
finesse and special settings. Try explaining this 
to a Chinese designer!” 

There is reason to believe, however, that this 
perception may undergo a sea-change in the 
next decade. In architecture, automobile, and 
graphic and multi-media design — critical ar- 
eas in the make-or-break design sector — China 
is looking resurgent, even if chaotically. 

“Today, design in China lacks the creativity 
like, say, the spark that lit the Chinese Modern 
Art movement of the late 1980s,” says Marc Col- 
bach, the Beijing-based chief designer at Hong 
Kong-based BDM Consultants. “Design invol- 
ves some out-of-the-box thinking and concep- 
tualising, which is lacking among current Chi- 
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nese designers. But there 
is a lot of potential and 
the canvas is nearly all 
empty. With younger 
players coming into the 
scene, the whole lands- 
cape is rapidly changing." 


The mother art, as Frank 
Lloyd Wright proclai- 
med, is architecture. In 
its frenzied preparations 
for the Olympics, Beijing 
has architecturally rein- 
vented itself, becoming 
something of an advan- 
ced lab for top internati- 
onal architects to play 
out their wildest fantasies. Many have claimed 
that no other place today allows this much free- 
dom to experiment; while some say that Europe 
and the US are dead when compared to China. 
The Grand Theatre at the heart of Beijing, 
created by the controversial French master Paul 
Andreu, and the CCTV Tower designed by 
Dutch legend Rem Koolhas, both in the central 
business district, epitomise the new norm. The 
tower, for example, breaks all architectural tra- 
ditions: the entire building, which forms a loop 
around 300 metres above ground, is mostly de- 
void of right angles and resembles an oblong Z. 
Andreus futuristic titanium-glass ellipsoid of 
the Grand Theatre, on the other hand, rises on 
an artificial lake; it got nicknamed the Alien’s 
Egg by the area's evicted residents, and lies im- 
mediately west ofthe Great Hall ofthe People, a 
monument that remains loyal to the 'Stalinist 
with Chinese Characteristics’ architectural 
style, which dominated urban Chinese vistas in 
the post-liberation to pre-reform period (1949- 
1978). Tiananmen, or the Gate of Heavenly 
Peace, just south of the Forbidden City, and the 
entrance to Zhongnanhai, the Chinese leader- 
ship's official quarters, are both classical Chi- 
nese gates. They lie across Chang’anjie (the Av- 
enue of Eternal Peace), opposite the Great Hall 
and the Grand Theatre, and the four structures 
form a near-symmetric trapezoid. Andreu defe- 
nded his concept of juxtaposing the future with 
the past, saying only the passage of time will tell 
if it truly worked or not. But for the time being, 
the contrast is too stark and the level ofincoher- 
ence too evident to be overlooked. 
Overwhelmed with such hodgepodge, the big 
picture appears to have become symptomatic of 
architectural design in China, whether foreign 
or local. It's spectacular, but out of place. “You 
ask designers in China to work on different as- 
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pects of a particular project and they come up 
with amazing designs individually,” says Col- 
bach. “But when you put them all together, it 
simply doesn’t work.” It’s early days yet, though. 


The Great Chinese Auto Bazaar 
Watch-worthy change has remained a constant. 
China produced and sold nearly 9 million auto- 
mobiles in 2007, making it the second largest 
auto market in the world. Today’s finicky Chi- 
nese consumer, once satisfied with an outdated 
Volkswagen Jetta, is being wooed by all auto 
makers from BMW to Suzuki. However, Volk- 
swagen' popular Golf model failed miserably in 
China, and was viewed as ill-designed. This led 
the company to revamp its China strategy, with 
two of its joint ventures set to mass produce the 
Class-A New Bora and Lavida later this year. 
Side by side, independent Chinese car mak- 
ers are on an overdrive to distance themselves 
from their ‘cheap’ brand tag. For example, Zhe- 
jiang-based private player Geely's futuristic GT, 
or Geely Tiger, shown at the Auto China 2008 
show in Beijing in April, was widely dubbed the 
‘Chinese Bat-Mobile’, with some analysts even 
comparing it to a Lamborghini or Ferrari. 
According to Patrick Blain, marketing and 
product planning director of PSA Peugeot- 
Citroen, the Chinese market is unique and con- 
sumers are different from their European coun- 
terparts. “By analysis, we found that Europeans, 
especially the French, pay equal attention to 
styling and the power-train of an automobile,” 
said Blain, speaking at a recent conference in 
Beijing. “In China, however, consumers usually 
put top priority on styling, and they are also 
quite critical about interior trims and comfort.” 
“While marketing in China, we realised that 
‘romance’ is synonymous with anything 
French,” says Blain. “We need to combine 
French romance with local Chinese aesthetics 
in design.” His company is currently working 
on putting together a styling team in Shanghai. 


Graphically Speaking 

Meanwhile, Hollywood's recent animation of- 
fering, Kungfu Panda, is raking in millions of 
dollars in revenue. Even the Chinese leadership 
has taken note of the film and concluded that 
too many regulations are limiting the creativity 
of Chinese graphic designers. 

“In China, cartoons are a widely accepted 
form of communication,” says Shaun Bliss, a 
Beijing-based software engineer and Web desi- 
gner. “Advertisers love animated characters as 
they are cheap to produce and can be used on 
the Web or television. For Web design, the phi- 
losophy is generally bright colours with as much 
information thrown on the page as possible.” 


But the Fuwa, the Olympic mascots that rep- 
resent the five traditional Chinese elements, are 
entirely indigenous creations. “I think Chinese 
graphics and animation for television is world 
class,” says Bliss. “It seems all the best designers 
have gone into television production and film. 
They are also leaders in stage and set design for 
large events. I’m certain the Olympics opening 
ceremony and its television coverage was some- 
thing that made people think, ‘wow, the Chinese 
really know how to put on a show.” 

Even as China struggles to get its design act 
together, cost-effective mass production of for- 
eign designs has big multinationals flocking to 
the country, its massive market is an irresistible 
bait. Grappling to unravel the Chinese con- 
sumer, they are setting up design centres every- 
where. Design has also become a highly sought 
after profession: thousands of young students 
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apply to universities such as Tsinghua annually 
for a degree in the discipline. 

“In the past two years or so, new media has 
been consistently gaining ground in China,” 
says Yuan Dan, assistant professor at the media 
studies and visual art department of the Beijing 
Normal University. “Even the audience is be- 
coming more receptive to innovative ideas.” 

Like most things in this country, the design 
terrain in China is changing rapidly. Twenty 
years ago, very few would have predicted China 
would take over as the manufacturing epicentre 
of the world. It would be wise to watch China’s 
design ambitions more astutely than that. 
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STYLE QUOTIENT: 
Independent Chinese 
car makers are now 
more image-conscious 
in a bid to cater to 
finicky consumers 








Who would you prefer 
to wear your brand? 


( } Kareena Kapoor 


(..) Smriti Irani 


Es Sania Mirza 


x4 


Imagine the best celebrities in queue just to endorse 


your brand. Unbelievable? But it's true, on the pages 

of Anandalok - the only celebrity magazine in the 

East, reaching numerous Bengali households every & 

month. So, if you'd like your brand to rub shoulders | 


with celebrities, make sure it's seen in Anandalok! 
Loyal base of 6.78 lac readers (Source NRS 2006) 


For business information, please call: East Abhiroop Ghosh Dastidar +91 9748004498 e West Bipasha Roy +91 9821602929 
North Vivek Mukherjee +91 9873570465 < South Anantha Krishnan +91 9840970776 





success & growth part 2 
Redefining 


ATHANU DEB FELT CHALLENGED AND PUSHED. BUT 
in many ways he was deeply conscious of a feel- 
ing within which did not resist what Parvez 
Vatcha had dealt out yesterday at the Chambers. 
Right now, challenge and attack both seemed 
like medicine to Athanu, as he rode up the lift to 
the Chambers impatient to continue where they 
had left off yesterday. 

Vatcha had been the CEO of Delaware until 
1993, when he retired. Thereafter he worked 
with two organisations on their boards and de- 
voted all his time to education — building and 
enhancing mindsets, both students and teach- 
ers. This brought him to the city 3-4 times a 
month when he made it a point to meet his old 
protégés and observe how they fared. 

That was how he had met Raghav Vijaychan- 
dran and Athanu Deb yesterday, but their dis- 
cussion had taken an unexpected turn and then 
there was not enough time to take it to its logical 
conclusion. So Vatcha had asked to meet again. 

Athanu was the CEO of Perfil, a white goods 
company where he was completely exhausted 
with the incessant bickerings over ‘cost or 
profit, ‘competition or marketshare’; Raghav, 
who too was Vatcha’s find and protégé, had been 
the star in the 1990s, and his photograph — 
went the local humour those days — appeared 
in the media much more than Colgate's did! 

Bolstered by the media, he had ridden the 
crest for many years. So heady was the high that 
when the late ‘90s saw his fall, Raghav was un- 
able to return to coherence. Since then he had 
tried his hand in different companies but none 
lasted more than two years. Everyone expected 
he would wave his wand and magic would hap- 
pen. But the ‘90s evicted Raghav after a series of 
start up failures, brand takeovers and mergers. 
Thereafter, he had been unhappy, then bitter, 
and now, silent. 

And Athanu, who had turned his back on lib- 
eralisation in the '90s, took the plunge late in 
2000. Today after 7 years of nurturing Perfil, he 
was besieged by a depressive unhappiness with 
his chairman who was obsessed with top line 
growth and was cutting back on service. What 
Athanu labelled ‘ideological issue’, and which 
had now caused him to decide to quit Perfil. But 
while that thought had brought him immediate 
relief from the situation, the consequences 


Success 


Many people overvalue what they are not and 
undervalue what they are — Malcolm Forbes 


by meera seth 





played back and the feelings were unbearable. 

And yesterday, Vatcha had given both of them 
a shake, challenging their assumptions and 
judgement of their experiences. Having told 
Athanu that he wondered about CEOs quitting 
their jobs for any reason, he now asked Raghav, 
"And you have allowed the CEO inside you to be 
given a quiet burial?" 

Raghav exhaled deeply and pointing to the 
many threads and beads on his wrist, he said, 
"Saturn is transiting my 8th house, once it is 
past, things will improve” 

"On their own Raghav?" asked Vatcha. 
"Please do not think that I make light of your 
faith in planetary influences, but I also think a 
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success & growth part Z 


little knowledge is dangerous. Recall the inci- 
dent I mentioned yesterday about me losing the 
MD-ship when I was 44? It is unique you 
should bring up Saturn today. Nana Kelshi, our 
company secretary mapped my charts and in- 
sisted I was afflicted. I did not mind all that — 
Nana was like that — but I was too upset to be 
amused. But what he said in fact went on to be- 
come a challenge for me; he said, “This period 
will demand disproportionate input for a unit 
of ordinary output’. So, if you say Saturn, I will 
still say, inaction was never a prescription!” 

Raghav was startled a bit, but said, “So then, 
what am I doing wrong? You tell me. I am will- 
ing to hear...” 

Athanu was getting anxious. He did not like 
this conversation drifting into strange waters, 
especially coming from Vatcha. Restlessly he 
chewed his lip and waited for a breakthrough. 
But now he was startled by Raghav’s plea. 

Said Vatcha, “You did not sustain your iconic 
image, did not change, did not rebrand or re- 
launch yourself — and you had the personal as- 
sets to enable all this, the emotion, the capabil- 
ity, the faith to do so. You continued to do what 
you thought was new, continued to repeat your 
kind of song. If your tenth tune was the same as 
the first, then it was already very old because the 
audience was living in very short periods of 
memory time and exiting them fast!” 

In short, people who had learnt to relaunch 
themselves survived this transition. Those who 
did not or could not relaunch themselves, and 
continued to repeat themselves on their old idea 
or on what they thought was new, got rejected 
or did not get noticed because others were do- 
ing newer things. As Vatcha said, “Walking into 
office in a T-shirt became a norm after the first 
two years of it being a challenge; so if you did 
that then it was not new anymore, see?” 

The 90s set into motion an Indian appetite for 
‘give me more’ Restless for excitement, the In- 
dian audiences developed a very brief time 
frame in which to be excited. Even as one sensa- 
tion hit them, they were restless for the next. Silk 
Route done, Indian Ocean? Done... what's new? 
Give me new... Gratification was not an experi- 
ence. It was just the end of one phase of restless- 
ness. Likewise, Raghav too, in Vatcha’s opinion, 
a consumer of exciting things happening in his 
life, wanted to move to other peaks of glory, an- 
other peak of success, without giving time for the 
consolidation of this peak; “Many like you in this 
situation, were not even paying attention to the 
fact that you need to build the platform before 
you jump on it. But because you had a pole you 
wanted to pole vault, and you vaulted into noth- 
ingness since you had not created the founda- 
tion,” said Vatcha. 


“You had 


Just Styne 
—— 


as to why that 


Raghav smiled a sour one, *Don' I know all 
this? All that I have done the last eight years is 
analyse my past. Surely some answers were 
bound to come! So, ‘where did I go wrong?’ I 
will answer my own question; I stopped seeking 
sensation. Had I kept it up all these years, I 
would have been successful in spite of not hav- 
ing the best implementing agency. Because my 
ideas would have still been mine!" 

What happened was, in the first three years he 
had been so enamoured by these ideas, that al- 
though he knew he was not getting any fun out 
of them anymore, he still tried to impose them 
on his audience because they were successful 
ones. Said Vatcha, "It is like telling an old joke, if 
it's got you a laugh once, you are tempted to tell it 
again and again, forgetting that by now the joke 
has done its rounds and reached the audience. 
You had stopped experimenting; and only you 
can introspect why that happened — a success- 
ful person would add a new dimension to the 
joke, for instance! Maybe you just got bored with 
your ideas, that happens..." 

Athanu: But he was successful, Parvez, un- 
precedented success! Such success could not 
have been founded on something ephemeral! 
Which is what amazes me — why did that suc- 
cess go away? And please don't involve the plan- 
ets here, I cannot deal with that. The post-liber- 
alisation need for innovation, newness, start 
ups, etc. continues. It is not like black currant 
which had its season. 

Vatcha: I agree. But if you look at the stretch 
ofthings he and others like him did, you will see 
that the fever pace at which they worked did not 
leave them intellectual space to experiment. 
Nor the time to learn from failures. Introspect. 
Raghav succeeded because of the innovation he 
brought to business; not because of the lessons 
he learnt from it. The latter endures. 

Raghav: You were talking about emotional 
assets yesterday, Mr Vatcha; (see BW, 4 Au- 
gust); I have been thinking about that. 

If I acknowledge that I am getting a lot of 
emotional assets doing this job, out ofthis func- 
tion, this role, how am I to establish it, how do I 
internalise it and establish myself in it, instead 
of using and losing it? 

Vatcha: The tool of reflection. Unless you 
give yourself a field of reflection each year, 
where you are able to acknowledge and consoli- 
date what were the themes of this year, where 
do I go forward with them, what are the assets I 
built this year... you have to ask these questions 
and find the milestones. Or then, you are saying 
the milestones are from post to post, from proj- 
ect to project, not in my evolution. And if the 
milestones remain external, once you lose that 
paradigm then all those milestones are mean- 
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ingless. Each external milestone has to have an 
internal marking pointin your psyche. And that 
internal marking point is not going to be event 
based. Athanu, recall, this is what I was asking 
you about your appraisals — do you look at indi- 
vidual movements in their internal evolution? 

Athanu: True, and so I ask, isn’t your annual 
appraisal meant to be thematic? It is meant to 
be a balance sheet evaluation of what you have 
accomplished, but you are meant to take away 
with you how you have grown. 

Vatcha: There are four ways of looking at your 
appraisals at year end: you can measure the in- 
puts, you can measure the outputs, you can 
measure the outcomes, and you can measure the 
process. Now, most appraisals either measure 
the inputs a person has given or specific outputs 
— yeh deal ho gaya, woh deal ho gaya... 

‘Simple and measurable’ thus becomes a very 
critical parameter. What becomes difficult is 
the outcomes and the process. 

Raghav: Now when I reflect, I can see that, 
even there when they say outcomes, they mean 
outcomes for the organisation, for the society, 
but not for the individual. 

Vatcha: I will take my example. When I train 
teachers and professors, say I do five such train- 
ing sessions; those would be my inputs. The 
number of professors and teachers who at- 
tended would be my output. The outcome is 
what they did in their lives after the training. If I 
was training heads of schools, to treat students 
who experiment with drugs, the outcome would 
be whether those principals, when they encoun- 
tered the next experimenting student, were they 
able to apply that to him. If they stayed with the 
thought that this person is not a criminal, he is 
not desiring to be irresponsible, then they used 
the training that is the desired outcome. 

“It has to come down to a very basic level of 
integrating it with your personality. This out- 
come happens after a period of time, after ex- 
tended reflection, contemplation. It is not im- 
mediate... requires multiple repeats of inputs. 
Otherwise they are outputs!” 

“Therefore, you must set milestones for your 
path the moment you start the upward climb. 
You don't do all this after becoming a CEO, no! 
Once you are clear where you want to get to, you 
start monitoring your inner growth. Equally, 
you must encourage your subordinates in this 
manner to plot their inner growth. The individ- 
ual’s organisational growth is not a given, no. It 
happens when inner growth happens. There- 
fore, you must have outcome indicators and 
process indicators in your life which will enable 
you integrate what you are doing into personal 
assets, emotional assets — as opposed to mate- 
rial assets; only then will you sustain yourself.” 


— r "WES Ls... 
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indicators, 
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enable you to 
integrate what 
you are doing 
into personal 
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“Finally, it comes down to values. It is the 
most fool-proof law. At 75,I can look back and 
feel triumphant that this law has become so ap- 
parent to me. But I grieve when I see these 
young girls and boys out there... they must be 
taught this, guided. So to you Athanu I ask, can 
you simply quit because you have differences 
with your chairman? Is he all there is to your 
evolution, your role, your call, your duty? Thirty 
years ago when I wanted to quit, Nana told me, 
‘It seems like a very selfish thing to do. It was 
like a slap on my face. A career is not just seek- 
ing to satisfy yourself, your ambitions. There 
are many many emotional assets being built 
around you, among your staff... nurture those. 
You are responsible for those too...” 

So, what are values? The ‘things’ that render 
finesse to one’s outcome and process; and that 
ensures his outputs are fine as well. After swim- 
ming for six years in a liberalised economy, did 
you experience any outcome? 

Athanu: Parvez, theoretically what you say is 
superb. But in reality do you see a Coke or a 
Pepsi or any of those chaps who entered India in 
1992-93 encouraging personal outcomes? 

“Because firms focus so much on the immedi- 
ate, on the measurable profit, measurable top 
line, the individual also is being trained to be 
output-oriented. Even the way we remunerate 
people, it is for output. Stock options... what is 
this related to? For being a value-based human 
being? No! It is related to 15 per cent growth in 
profit, 40 per cent growth in sales. Today what 
is my angst with Chairman Alwar Nath ? He is 
telling me, look Athanu I pay you money to en- 
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gineer the organisation to the top. Make it hap- 
pen and I don't want to get into a moral debate. 

"Organisations are finally people. Some peo- 
ple are geared to output measurement — HR is 
nothing but inputs-output measurers. So, the 
organisation attitude towards building that in- 
dividual to becoming a process contributor, an 
outcomes contributor, is zilch. What do they 
get? Plus that immediateness or short termism 
is huge. Ifthis is Raghav's plight at a micro level, 
the exact situation is at play at macro level too.” 

Vatcha: You are right. Plus, we have very nar- 
row definition of success in society. Raghav’s sit- 
uation is that his successes were a series of 
snapshots, each a standalone success. Conse- 
quently, he rates his success as being as good as 
his last superstar story. And now you devalue 
yourself, Raghav, because you don't have a last 
pitch to go back to, to revisit, to recall... 

But I want to make one observation, Athanu; 
do Pepsi and Coke encourage personal out- 
comes, you ask. It is not for Pepsi or Coke to en- 
courage this. It has to be your inner need for 
growth. And this is what I call taking responsi- 
bility. Organisations demand outputs; you must 
mine outcomes from them. That happens when 
you install right attitudes." 

Raghav was ponderous: Those who have ex- 
perienced their livelihood turn to total void, will 
know what this does to them. Mr Vatcha says all 
this with such élan but what about when there is 
no memory of success? How then does one sus- 
tain oneself? I tried so hard... the opportunities 
that came were not translatable to success; those 
that were, did not want me... When the mind is 
overcome with anxiety, would you think of how 
to define success as a series of outcomes that are 
esoteric or would you simply say, Just give me a 
job dammit, where I remain on the top’? These 
are real issues Parvez Vatcha... all those ideals 
had a place in your era... what I am getting as 
opportunities is not my definition of success! 
And so I cannot feel good about it... 

Vatcha: So what will excite you, Athanu, that 
is what you need to think about. By the time you 
are able to create new opportunity — without 
changing your definition of success, again there 
is a void... because what you are getting as an op- 
portunity is not your definition of success; so how 
do you feel good about this success? Because you 
were already there, what else will excite you? If 
you are the MD of Coke, what will excite you 
next? If you are in China, will Korea excite you? 

"And after a period of time, the scope for 
movement is limited. So say, suddenly you give 
up being Coke's MD and start running a tea 
house in Mcleodgunj, how does that excite you? 
What I am saying is this: you have to proactively 
redefine success and this you can do only if you 
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have nurtured your memories of success. The 
two feed on each other. Just think. 

"And Raghav, this one is for you: I don't think 
— nor does anyone sensible, think, that you 
failed. No. In the corporate arena, life is not and 
should not be seen in such stark colours. You 
were a success maker. Only you forgot to apply 
the same rules to yourself? | 

“And also, if you look at your life goals as 
well... you will see success is a function of many 
factors. One man I know — CEO — hugely suc- 
cessful and brilliant — quit work at 53 redefin- 
ing his success as an artist; that success redefi- 
nition came by not entirely as a function of the 
work environment, but also happened around 
the time when his son was facing growing up 
struggles. That he had to struggle with his other 
roles — that got him to relook at and redefine 
and challenge the existing definitions of suc- 
cess. In short, he dared to call life’s bluff” 

“Which is why obstacles, difficulties, failures, 
slips, falls, bruises... none should be seen as un- 
desirable. If anything, of these are the cues that 
egg you to challenge and change what you have 
been doing all along without mustering the 
courage to change them.” 

I have seen what leads to undervaluing your- 
self and any opportunity. We are always re- 
assessing our levels of mastery and achievement. 
So either we want to grow in mastery of some- 
thing, or we want to grow in self achievement. 
Or both. And these give you a sense of pleasure, 
and if we are unable to have mastery or achieve- 
ment or pleasure in the new opportunity, then it 
will be devalued and you would devalue yourself 
too, because you are giving a substantive part of 
yourself to the new opportunity.” 

Raghav's eyes grew distant. Today, nobody re- 
membered him... no one called, no one en- 
quired, except the small and the inconsequen- 
tial. So there was Harpal the office driver who 
dropped in occasionally to greet him, bringing 
some halwa from the local gurdwara; his old 
secretary Philomena; Tilakram the carpenter 
from Sternet India — since there were a few 
Sternet apartments in the same block which he 
serviced — who chose to stand and always said, 
‘Sir, mere laayak kuch kaam ho to bataa do” 

Suddenly Parvez Vatcha did not make sense 
to Raghav. He said, "Bottom line, Mr Vatcha is 
this: when you are gone, you are gone...!" 

Vatcha nodded. “The present is a product of 
the past. The future is only a continuation ofthe 
present. If you establish your present well, your 
future comes with the same essence... if we as- 
sume that about eating habits and financial in- 
vestments, then why not for actions? Think...!" 


casestudymeera (a) gmail.com 
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Even for 
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set of eternal 
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MANY FAILED AND FRUSTRATED CEOS CAN EM- 
pathise with Raghav and Athanu in this case. 
Their dialogue with Parvez Vatcha indicate they 
were looking for sympathy or quick fixes for 
their current situation. Vatcha’s advice, while 
very sound, would require a lot of reflection and 
introspection for them to benefit from them. 

Raghav and Athanu seem to think that the 
career challenges facing them are unique to 
their era and situation, and that Vatcha, who 
was CEO during a different era, may not be able 
to understand their situations. Vatcha tells his 
protégés that obstacles, difficulties, failures, 
falls, bruises, etc., should not be seen as unde- 
sirable and should in fact be taken as cues to 
challenge and change what they have been do- 
ing. Raghav's and Athanu's deep unhappiness 
arise from their beliefthat it has been caused by 
people or factors beyond their control. 

While for Athanu it is his chairman who de- 
mands topline growth, for Raghav it is the plan- 
ets. This attitude, also known as victim syn- 
drome is common among people who refuse to 
take responsibility for their failures. Apart from 
the fact that this attitude does nothing to solve 
their problems, it is also indicative of a basic in- 
consistency in how they view successes and fail- 
ures. When they were successful, they attrib- 
uted their achievements to their brilliance or 
some unique skill. They don't attribute their 
achievements to the favourable stars or some- 
one else who is aiding their success. How then is 
failure viewed cynically? 

Vatcha has very good advice for CEOs and 
companies when he says — annual appraisals 
should pay attention to outcomes and 
processes, not just outputs. In fact, this aspect 
of annual appraisal is incorporated in the Bal- 
anced Score Card approach to performance 
management. Out of the four boxes in the Bal- 
anced Score Card, the boxes for “Learning and 
Growth’ and ‘Internal Process’ are meant to tar- 
get and track inner growth of the managers as 
well as their employees. Vatcha rightly rejects 
Athanu's comment about Pepsi and Coke not 
caring for personal outcomes. As he says, it is 
not for Pepsi or Coke to encourage this. It has to 
be one's inner need for growth, which means 
taking responsibility for one's growth instead of 


blaming some external force. 

The case study throws up another key success 
ingredient: constantly experimenting with 
ideas and reinventing oneself. The fact that one 
idea was hugely successful at a particular point 
in time, does not mean it will be successful at all 
times and in all circumstances. Success in a dy- 
namic world requires one to come up with new 
ways of capturing the customers’ attention and 
spending. At a personal level, this ingredient of 
success translates into a need for redefining 
success. Raghav's problem to a large extent is 
that he has a fixed idea of success, and is unwill- 
ing to question its relevance under the changed 
circumstances. He rates his success as being as 
good as his last superstar story. Raghav admits 
that he cannot feel good about anything which 
is not his idea of success. He is not impressed 
with Vatcha's advice to proactively redefine suc- 
cess by nurturing his memories of success. 
Raghav believes that such ideals had a place in 
Vatcha's era but not now. Statements like "just 
give me a job dammit, where I can remain on 
top" and “when you are gone you are gone" are 
indications that Raghav is not open to change. 

One may have all the intellectual and emo- 
tional skills to be a successful CEO in this fast- 
paced business world, but its endurance de- 
pends on a set of eternal values. Vatcha 
beautifully defines values as those things thai 
render finesse to one's outcomes and processes 
and which ensure that outputs are fine as well 
The lack of values is probably the most impor- 
tant reason why business and political leader: 
do not enjoy lasting success. Both Raghav anc 
Athanu lack humility as a value — they are no! 
open to new definitions of their problems. I: 
only they would apply Vatcha's suggestion to re- 
define success, they will not be so sorrowful 
Another value which could stand them in gooc 
stead is entrepreneurship that is, willingnes: 
and ability to take risk and redoubling their ef- 
forts in the face of difficulties. 

This case study highlights the need for every 
CEO to have a mentor like Vatcha whom he/she 
can turn to during periods of job-related stress 
The mentor need not always be able to find so: 
lutions, but expressing thoughts bring clarity 
and order. It is, in fact, very lonely and tiresom: 
at the top, and every CEO and MD has facec 
what Raghav and Athanu are enduring; i 
would be a shame, if we lose inherently goo 
people to stress and frustration. HR communi 
ties must encourage their top management t 
find mentors if not within the organisation ther 
among their social circles. It is because at th: 
top you have neither the time nor the confi 
dence to build strong friendships that you en« 
up suffering alone, and sometimes failing too. 
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HERE IS A QUESTION TO ATHANU, RAGHAV, PARVEZ 
and you, “Is our definition of ourselves only the 
work that we do, or is there more to us?” When 
you answer, “Who are you?” do you go beyond 
your profession? How would you really like to 
describe yourself — as a person or just by your 
work? When you describe yourself, what are 
your predominant feelings? What are your 
thoughts and what are you needs? 

Ask yourself, “Who am I?” In the answer you 
will recognise that you have multiple identities. 
These identities arise from your experiences. 
Each experience you have has a memory, and 
you remember it in the form of your assets, your 
abilities, your entitlements and your violations. 
These experiences and memories make you 
unique. Your view of yourself is multiple. It is 
these multiple views that make you the person 
you are, different than everyone else around. All 
of us strive for this uniqueness and protect it. 

Athanu and Raghay, you are unique because 
you have multiple definitions of yourself. Your 
aspirations, your fears, your experiences, the 
way you think in any situation and the way you 
feel in any situation define you. What you feel 
when you see a child smiling and what you feel 
when you see a falling leaf is as important a defi- 
nition of you as the definition that you did in the 
board room one harsh winter morning in 1993. 

Most peoples reality like yours is an existen- 
tial question that has no right or wrong an- 
swers. Life is inadvertently defined by our limi- 
tations rather than by our evolution. All of us 
create our own webs of rationalisation and sur- 
vive this narrow definition. 

But are we able to fulfill our purpose of life? 
What makes us successful? What do we really 
want from life? Should our ends be able to jus- 
tify all our ways and means? And who should sit 
on judgement? We all need answers. Do not 
panic by the nature of the questions alone. You 
can find your own answer, it is within you. 

Here is my web of rationalisations. See if it 
fits your view of yourself — all of us travel our 
life’s journey on four dimensions in parallel: 

m Abuse to dignity 

m Helplessness to control 

m Alienation to togetherness 
m Suffering to purposefulness 


We spend our lives charting course on these 
dimensions in various domains of life like work, 
relationships, leisure, our communities, etc. We 
like celebrating events that allow us to feel a 
movement forward, and feel sad and angry 
when we stagnate or move backwards. Each 
time we move away from dignity, control, to- 
getherness and purpose, we panic and feel that 
we may lose all and forever. Each time we move 
towards dignity, control, togetherness and pur- 
pose we again live in fear that we may lose what 
we have or may have. 

All of us are caught in this ‘one step forward, 
three steps backward’ trap. Our movement on 
purposefulness by achieving the sales target 
makes us feel more alienated. As we feel more 
isolated, we need to control our environment 
more and more. The more we do that the more 
we suffer, because we are going against what we 
think ourselves to be. We are in a spiral trying 
very hard to shoot our way out of it. Obviously 
the harder we try, the more difficult it becomes. 

We strive to create further tangible, ‘cele- 
brateable’ events on one or the other domains. 
We need celebrateable events. We are addicted 
to these. It is in desperation that we create these 
events. It is an event or nothing. We try too 
hard. We break our images of ourselves. We 
break relationships. We break the rules. 
We force the movement. Forced movements 
can contrive events of success but have a cost 
attached to them. Such a forced movement on 
one domain affects our movement in other do- 
mains negatively. 

This feeling of stagnation in one domain or 
on one dimension is the sense of imbalance or 
incompleteness that I hear from you, Athanu 
and Raghav. Raghav, you got pushed into alien- 
ation, it made you feel you lost dignity and pur- 
pose as well. Is that true though? Athanu, you 
are losing control of a decision, but does that 
take away your other identities from you? 

Remember, it is only when we remember 
events we experience as discontinuous points in 
time and forget the paths of our journeys that 
events become distant. 

You are a person and a manager. Being a 
manager cannot invisibilise your personhood. 

You are unique. I want to celebrate and ac- 
knowledge your uniqueness. Do you? Maybe 
you do but the society does not define you in 
multiple ways; once it sees you as a machine 
that churns effectively, it sees you only as that — 
a hunter of bottom lines. It defines your journey 
thus, it rewards your success thus and it pun- 
ishes you for failure thus. Are you a churning 
machine? Are you only your performance? Or 
are you what you feel, think, believe? I think you 
are for now and forever. Do you? 
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KENYA'S ROBERT CHERUIYOT HAS MORE REASON 
than anyone else to never forget the 2006 
Chicago Marathon: he slipped as he came in 
first across the finish line, hit his head and 
sustained a concussion. Two years on, his 
shoes are not likely to let him down, quite 
literally, like that. At the Birds Nest stadium i 
Beijing, as the world’s greatest sportspeople 
have their performances determine their 
entire future, companies such as Germany- 
based Adidas and US-based Nike are 
providing shoes that don't just fit right but 
offer better grip and foot-hold. They also mak 
vital style statements. 

One example of cutting-edge footwear is th 
new flywire technology-embedded offering 
from Nike. Imagine a paper-thin shoe — no 
more than two microns thick — which is only 
supported by threads. Flywire is Nike's 
strongest and lightest footwear, its entire 
structure composed of super-strong filament: 

“These flywires, which are high-strength 
threads, work like cables on a suspension 
bridge, with support engineered precisely 
where a foot needs it,’ says Sanjay 
Gangopadhyay, marketing director for Nike 
India. The design has made it possible to 
manufacture track spikes that weigh less thaa 





. 100 gm — a weight that has never been 
achieved before — without compromising on 
durability or support. 

Created by Jay Meschter, innovation 
director of Nike's Innovation Kitchen, the 
precise placement of the Flywire filaments 
ensures the uppers feel more like second skin. 
Indeed, the fabric is only meant to keep out 
stones and dirt, and the threads provide 
support. The new approach provides a 
solution to what has been an unsolvable 
problem so far — slippage. Using the 
same technology, Nike has brought 
out two versions of the new Nike 
Zoom Victory in a cool blue version 
for women (Rs 6,200), and a 
fluorescent option for men 
(Rs 6,500). These shoes are available 
in all the Nike outlets in the country since it 
was launched on 1 August as part of the 
fall collection. 

Official sportswear partner at Beijing, 
Adidass association with the Olympic Games 
dates back to 1928. This year, the company has 
brought out a new range of sporting gear, 
including 43 different types of high-end foot 
wear. Uniquely, most of the shoes under this 
new range, including the black and white 
‘Time Ever’, contain a single layer ‘ClimaCool’ 
mesh that was developed especially to reflect 
the Olympic stadium’s architectural features. 
‘ClimaCool’ implies air conditioning at every 
step. This shoe deals with the heat by creating 
a system of ducts and vents that actively 
circulate air through the shoe and over the 
skin with every step. The open mesh, 
breathable materials and ventilation channels 
to provide 360 degree cooling around the 
entire foot, enabling players to have an 
improved running performance. The constant 
air flow helps evaporate sweat and lower the 
temperature inside the shoe. Using this 
technology Adidas has achieved a 40 per cent 
increase in cooling over a conventional 
running shoe. 

While most of the shoes that Adidas makes 
are tailor-made for athletes (including for 
India’s boxing hopeful till recently, Akhil 
Kumar), whose names are given to the 
companies well in advance, some of them, 
such as the bouncer range sold in bronze, 
silver and gold, are being retailed in China at 
prices ranging from $160-$170. 

Adidas’s ‘Dolphin’, on the other hand, was 
created after discussions with world-record 
breaking Russian pole-vaulter Yelena 
Isinbayeva. While incorporating features for 
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KEEPING IT COOL: 
Adidas's new range 
has been made using 
the 'Climacool' mesh, 
which provides 360- 
degree cooling around 
the entire foot 


better performance, Adidas also took her 
love for dolphins into consideration, and 
added Swarovski crystals to represent 
Isinbayevas love for fashion. “Adidas always 
tries to do something revolutionary and 
what could be a better display platform than 
the Olympics,” says a source from Adidas 
India, who did not wish to be named. *People 
demand fashion in everything these days 
and shoes are no exception." Adidas prices 
its specialised shoes anywhere between 

Rs 6,500 and Rs 7,000, while its running 
spikes retail at $120-130 (Rs 4,800-5,200), 
though none of these shoes are going to be 
retailed in India. 

Shoes thus seem to have gone much 
beyond just footwear. Today, they are 
looked at as a fashion accessory. Cheruiyot 
will agree that sports shoes are much 
smarter now, and far more sensible. They 
know how to sense their environment 
electronically and calculate how best to 
perform. They are also intelligent enough 
to do whatever is required to deliver 
superior athletic performance. Add a 
dash of fashion, and sole searching was 
never easier. 












Janhavi Abhyankar 
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IF APPRECIATING THE 
piano's solo entry in 
Mozart's Piano Con- 
certo 21 is essential 
for you and that, too, 
without the entire 
world knowing it, then 
what you need is a 
good pair of head- 
phones. Happily, 
there’s a wide range 
to choose from in the 
market. Companies 
such as Shure, 

: and 

offer a variety of 
high-end headphones 
that promise virtual 
noise cancellation. In 
short, you can get a 
home theatre effect 
for a movie that you 
can watch in solitude 
on your laptop even 
on a moving train. 

If the choice is to 
invest in a high-end 
piece, then one has to 
choose between ear 
canal headphones 
(ECH) or the around- 





SOUND OF MUSIC 





the-ear variety. This 
could be subjective 
though some ECHs - 
claim to offer greater 
performance than the 
around-the-ear 
variety. : 
Listening through 
these high-end gad- 
gets is gaining popu- 
larity in India even 
though some of these 
products can cost you 
Rs 15,000-35,000 . 


depending on where 
you buy the product 


from. For instance, 


while the Denon AHD 


5000 that comes in | 


Rs 14,513. Some of 
the MP3 players in 
the market come for a 


fraction of this price, 
but a unique listening | 


device just takes the ` 
perfor-mance of these 
pla-yers to another 
level. 
Kandula Subramaniam 
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Lost and Found 


THE REMAINS OF A 
Shakespeare theatre 
lost for more than 
400 years were un- 
earthed in a muddy 
pit off a nondescript 
street in east London, 
earlier this month. 
The rows of Tudor 
brickwork uncovered 
by archaeologists 
from the Museum of 
London are believed 
to be the foundations 
of The Theatre, lost 


since the building was 


dismantled in a stunt 
worthy of a Shakes- 
pearean comedy. The 
open-air theatre in 
Shoreditch was built 
in 1576 as the first 
permanent base for 
James Burbage's 
group of travelling 
players, The Lord 
Chamberlain’s Men, a 
company that inclu- 
ded a young man 
called Shakespeare. 
However, in 1599, 
Burbage fell out with 


REUTERS 


the owner of the land. 


According to legend, 
on Christmas Eve, 
the players and the 
stage carpenter dis- 
mantled the build- 
ing and shipped it 
across the river, 
where its timbers 
would rise again as 
the Globe. 

It was, however, on 
the road and in 
Shoreditch, that 
Shakespeare learnt 
his trade. The Thea- 
tre is one of the earli- 
est playhouses in the 





MASTER OF WORDS: A 
still from Shakespeare’s 
play Hamlet 


city and the second to 
present a play by 
Shakespeare. 
A team from the 
Museum of London 
is re-drawing the 
theatrical map of 
Shakespeare's Lon- 
don, working on the 
sites of the Rose, the 
Hope, and the Globe 
— still buried under a 
modern building. 
Noemie Bisserbe 





Unique performance: North Korean girls perform along with 
100,000 participants in the Mass Games held in Pyongyang, North Korea. 
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X-ray friendly bags 


HASSLE-FREE: The 
new laptop bags can 
pass through X-rays 


THE HASSLE OF TAKING 
out your laptop from 
its bag to clear secu- 
rity at airport check 
points could soon be 
something of the 
past. In the next few 
months, US-based 
Pathfinder Luggage 
and Targus are 
planning to launch 
laptop bags specifi- 
cally designed to be 
easily viewed through 
the x-ray scanner. 
Two problems with 
the existing laptop 
cases are that security 
officers have difficulty 
seeing inside them 
with x-ray equip- 
ment, and many of 
the cases are so 
crammed with extra 
zear — power cords, 
mouse and the like — 
that the computer is 
obscured. The new 
laptops either include 
1 fold-down section 
in a bigger briefcase 
or a stand-alone 
protective sleeve that 
1as no extra clutter. 
Pathfinder 





Luggage is coming 
out with two models 
— a standard case 
and a wheeled bag — 
that will cost $59.99 
and $150, respect- 
ively, and should be 
launched in the US in 
October. “We also 
plan to come out with 
a bag designed for 
women,” wrote the 
companys spokes- 
person in an e-mail 
response to BW. 
Targus’ Zip-Thru 
Corporate Traveler 
case, designed to fit a 
15.4-inch widescreen 
laptop, also includes 
an air cushion system 
to help prevent drop 
damage and will cost 
$99.99. A logo will 
enable security perso- 
nnel to recognise the 
x-ray friendly bag. 
The US Transpor- 
tation Security 
Administration has 
given the go-ahead 
for passengers to use 
these bags and said 
that it will let them 
pass through security 
without having to 
take their laptops out 
for the inspection. 
Noemie Bisserbe 
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Take a break 


WHAT IF YOU GET A HOLIDAY ON À FRIDAY OR, BETTER 
still, on a Thursday? Given that you can manage 
a four-day leave if you take into account the 
weekend as well, you're likely to go into 
paroxysms of joy if you're an office goer. To give 
this joy more tangible shape, many prefer to hit 
the road and take off to nearby hill stations or 
resorts, but the well-heeled now have better 


. options. The tourism boards of many South-east 


Asian countries such as Malaysia, Sri Lanka and 


to discerning Indian travellers with attractive 
freebies thrown in. 

Till the current cricket tour is on, Sri Lanka 
promises to be an attractive destination for 
Indian tourists for more reasons than one. The 
Lankan rupee is cheaper than the Indian rupee 


. — one Indian rupee gets you more than two 


Lankan ones. Hence, shopping is easy and 


. choices, especially in garments, are good, say 


experts. Malaysia cannot boast the same 
currency advantage but it makes up for that 
through discount sales. There is a carnival on in 
Kuala Lumpur till 1 September that is offering 
mega discounts up to 70 per cent. So those 
looking for bargains can pack their bags in right 
earnest. For those seeking some adrenaline 
rush, Mauritius is the place to be where they 
can explore soft adventure activities such as 
undersea walk, quad-biking and walk with the 
lions. Almost all major tour operators offer these 
packages. Riya Tours and Travels' branch 
manager in Delhi, Rajesh Sharma, says the 
response has been good since there is a 
shortage of accommodation in popular 
destinations such as Jim Corbett National Park, 
Nainital and Manali. 

Shalini S. Sharma 
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. Problems 


by m. rajendran 


ig "STUFFED AND STARVED WHAT LIES 
_ BEHIND THE WORLD FOOD CRISIS 
" BY RAJ PATEL, HARPER/LITMUS; 

PAGES: 319; PRICE: Rs 495 


A NEWS CLIP ABOUT FOOD RIOTS IN A FARAWAY 
African country is easily dismissed and forgot- 
ten, courtesy the television remote control. The 





BROWSING 

Lim Sin Tiow 
Chief Executive 
Officer, 

Ascendas India 

| am currently reading 
Eight Theories of Religion 
by DANIEL L. PALS. | saw 
this book at the Chennai 
Airport bookstore just a 
few days after | had asked 
myself, “Why do some 
believe in God so 
passionately, while some 
are such ardent atheists?” 
| found that there will be 
as many theories about 
God as there are men. 
Barring exceptions such 
as the classics by Thomas 
Hardy, | only read non- 
fiction books, particularly 
historical narratives and 
biographies. Next on 

my reading list are 

Being Good by Simon 
Blackburn and Greed by 
Phyllis A. Tickle. 


incident would, of course, be harder to ignore 
were it happening just down the road from us. 


And as one continues to struggle on the tread- 


mill to lose that unsightly bulge around the 
waist, one cannot help but wonder, how long 
before food riots become routine in India. 

Concerns such as these are just the tip of the 
iceberg that is the global food system, which is 
now facing a crisis. In this book, Raj Patel pro- 
vides critical insight into the problem of the 
crumbling food system across the world. He 
utilises his past experiences in various multina- 
tional organisations to grasp the epidemic that 
is spreading across the globe. India gets special 
attention in the book, with the farmers’ sui- 
cides, the contradictions of the new economy 
and reform processes, the crop diseases, and a 
scathing criticism of both the Central and state 
governments forming the bulk of this section. 

Patel introduces a controversial theory about 
‘thrifty genes’ among South Asians at the very 
beginning of the book, to which he adds the 
workings of a faulty reform process to create the 
makings of a political thriller. In the following 
10 chapters, he rips through market capitalism 
and the government policies of nations across 
the globe, even as he weaves together the sui- 
cides of Kistaiah in Andhra Pradesh, and South 
Korean farmer and peasant leader Lee Kyung 
Hae to present the human cost of globalisation 
and its impact on farming. 





RAJ PATEL has worked for the World Bank, 
interned at the WTO, consulted for the UN, 
and been involved in international campaigns 
against his former employers. Patel is 
currently a researcher at the University of 
KwaZulu-Natal in South Africa, and a visiting 
scholar at the Center for African Studies at 
the University of California at Berkeley. 


- A Plateful Of 


While the US edition of the book looked 
closely at the food crisis in the African conti- 
nent, the Indian edition is more focused on the 
problems in South Asia. Nevertheless, a single 
powerful theme runs through both editions — 
the failure of international organisations such 
as the World Trade Organization (WTO) to ad- 
dress the visible food crisis. The author also 
highlights how multinational companies, 
through lobbying by various government repre- 
sentatives and even pressure groups, are hijack- 
ing fora such as the WTO. He says, "For exam- 
ple, in 1993, the US and Canadian governments 
announced that their citizens should consume 
less animal fat... to adopt it marked the tri- 
umph, not of science, but of the vegetable oils 
industry over meat and dairy.” 

Patel also eulogises Kerala for its decision tc 
opt for political solutions to resolve the agrariar 
problems rather than a technological fix such a: 
the Green Revolution. He is critical of the fail- 
ures associated with the Green Revolution anc 
the government policies that have been adoptec 
on grounds that they have consistently neg: 
lected farmers with marginal land holdings. H« 
points out, ^Unlike the first Green Revolution 
which was driven more by governmental con: 
cerns... the second Green Revolution is spear 
headed by the private sector, with the govern: 
ment acting more as a facilitator” 

Patel has also revisited the well-known dubi 
ous funding methods of technical institutes b: 
companies in exchange for pushing products b; 
accrediting them with evaluation. Examples o 
Novartis, a life-sciences company, and an in 
dustry public relations firm arm-twisting aca 
demic institutions to “get first look at all re 
search papers published... rights to negotiat 
licences... whether funded by Novartis o 
through public purse" ha 
been cited by Patel. While fo 
cused on South Asia, the boo! 
also brings in an internationa 
perspective — from the cor 
ruption behind the lopside: 
policy decision to grow an 
feed the poor and malnour 
ished “Golden Rice, to th 


1 SEPTEMBER 2008 62 BUSINESSWORLD 


push to adopt Monsanto seeds. He also deftly 
weaves in the politics of diet fads and obesity 
epidemic in the West through examples such as 
Swiss chocolate manufacturer Nestle's acquisi- 
tion of Jenny Craig, the weight-loss brand, and 
Unilever's — the owner of Ben and Jerry’s ice 
cream — purchase of Slimfast. 

And all this is happening even as farmers and 
farm workers around the world are dying with 
the connivance of elected officials and on the 
whims of the market, says Patel. But not all is 
lost. “There are reasons to be optimistic that 
things will improve not least because there are 
so many reasons to be pessimistic that the cur- 
rent food system can continue,” says the author. 

Solutions are easy to pen down on paper, but 
are hard to translate into reality as we have seen 
at various summits, both nationally and glob- 
ally. Hence, solutions would need actions from 
both individuals and global organisations, says 
Patel, drawing from his experience with the 
World Bank and the WTO. 

This is a tastefully written book on the dista- 
steful aspects of food. Patel has artfully and con- 
vincingly dissected and laid apart the contra- 
dictions of the world food system for all to see. 


SELECTION 1 
2 Newsy 
Potboiler 


SIX SUSPECTS 
BY VIKAS SWARUP, DOUBLEDAY, 
PAGES: 470, PRICE Rs 495 





AN EXPANSIVE AND AMBITIOUS 
‘whodunit’, SIX SUSPECTS 
has all the masala that can fit in 470 pages — 
crime, corruption, politics, love story, business 
and Bollywood. It is as newsy as a novel can get. 
In fact, it is a mini-digest of major headlines of 
the past couple of years with references to all big 
political and economic issues, including the 
SEZs, Rizwanur Rehman murder, Nigerian 
money transfer scams, and the Big Brother real- 
ity television show. Moreover, it can also serve 
as a one-day visitors’ guidebook to Delhi and 
Gurgaon, the setting of all the action. 

The novel is the story of six disparate people, 
each of whom has a motive to kill Vicky Rai, the 
criminal son of a venal Uttar Pradesh politician. 
Rais exploits include murdering a female bar- 
tender, running his car over sleeping workers, 
and trying to have his sister’s lover murdered. 
Sounds familiar? 

Actually, the novel is made up of six stories 
that converge at Rai’s murder. For most part, 


the motivation of each character for wanting to 
murder Rai is an excuse to tell a story of a par- 
ticular television news stereotype: a stop-at- 
nothing politician, a corrupt bureaucrat, a Bol- 
lywood diva from a small town, an exploited 
aboriginal, a mobile phone thief, and a Texan 
working at an Indian call centre. Each story 
highlights the depravity that pervades Indian 
society, albeit with a sense of humour. 

As a thriller, it is not quite there. It could have 
been a true page-turner had the author been a 
bit restrained with verbiage and subplots. Still, 
it has flashes of cleverness — in a B-grade film 
sort of way — that ensure that you read on. 


—Feroz Ahmed 


SELECTION 2 
Stories From 
The Closet 


ACCORDING TO THE MOST RE- 
cent figures, there are nearly 
3 million people living with 
HIV/AIDS in the country to- 
day. And yet, we rarely read, 
hear or talk about the life sto- 
ries of those who live with this disease, and the 
stigma attached to it. For most of us, the victims 
of HIV/AIDS continue to exist simply as cate- 
gories — sex workers, truck drivers, injecting 
drug users and men who have sex with men. 
AIDS SUTRA (Random House), an anthol- 
ogy of 16 narratives — about the lives, struggles 
and optimism of people living with HIV and 
those fighting to stem it — by some of India’s 
best writers (including the honorary citizen of 
the community, William Dalrymple) is poignant 
and visceral at the same time. Among others, 
Salman Rushdie spends time with the Hijras of 
Mumbai to understand how they deal with the 
disease, and the attitudes that surround it and 
them; Aman Sethi asks Sanjay, a trucker driving 
from Siliguri to Delhi, to “serve as my able guide 
through the labyrinthine network of truck driv- 
ers, sex workers, pimps and roadside eatery 
owners.."; Jaspreet Singh spends time with 
AIDS orphans to give a voice to this ignored and 
vulnerable group; and Siddharth Dhanvant 
Sanghvi recounts the life of a Mumbai film- 
maker to reveal the way in which discourses of 
homosexuality and AIDS coalesce to truly place 
gay men outside the rubric of the mainstream. 
With an introduction by Bill and Melinda 
Gates, a foreword by Amartya Sen and inter- 
spersed with powerful images, this anthology 
brings home the human face of HIV/AIDS. 
—Sumati Nagrath 
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TRAFFIC: WHY WE 
DRIVE THE WAY 
WE DO (AND 
WHAT IT SAYS 
ABOUT US) 

BY TOM VANDERBILT 
KNOPF 

Traffic snaris, road rage 
and car crashes are not 
just a problem of Indian 
roads, points out Tom 
Vanderbilt’s latest book, 
which examines not just 
the history of driving but 
also tries to make sense 
of traffic in various 
countries. Arguing that 
"for most of us who are 
not brain surgeons, 
driving is probably the 
most complex everyday 
thing we do in our lives", 
Vanderbilt demonstrates 
how the traffic situation 
and motorists' behaviour 
in a particular city 
reflects its cultural, 
sociological, economic, 
technological as well as 
legal moorings. The book 
encourages planners to 
think counter intuitively 
and warns drivers not to 
overestimate their own 
driving skills — definitely 
a must read for all car- 
owners in India. 





BW Events design awards 





esigning Brilliance 


THE FIFTH EDITION OF DESIGN AWARDS 
instituted by BW and the National Institute 
of Design (NID), Ahmedabad, was 
presented at a lively ceremony at Hotel Taj 
Mahal, New Delhi, on 9 August. Deputy 
Chairman of the Planning Commission 
Montek Singh Ahluwalia was the guest of 
honour and other eminent persons present 
included P.R.S. Oberoi, who won the 
lifetime achievement award, and Anand 
Mahindra, vice-chairman and managing 
director of Mahindra & Mahindra (M&M), 
who also chaired the award jury. 

This year the sobriquet was changed to 
Design Brilliance Awards from Design 
Excellence Awards to more accurately 
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reflect the recognition of emerging design 
talent rather than that of mature talent. 
The awards were well supported by 
sponsors and partners. Retail giant Future 
Group came on board as the presenting 
sponsor and Roca sponsored the category 
awards. Hotel Taj Mahal, New Delhi, was 
the hospitality partner for the event and 
Star News was the television partner. The 
trophy was contributed by Episode. 
Mahindra kicked off the award presen- 
tation with an emotive speech. He cited his 
encounter with a little girl at a Mumbai 
slum during his student days who had 
painted a beautiful landscape with beautifi 
homes on the wall of her chawl. ^When the 
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Lifetime achievement award being presented 
to P.R.S Oberoi by Montek Singh Ahluwalia 





Designer of the year award presented to 
Abhijit Bansod by R. Ramesh, vice-president, 
Sales & Marketing, Parryware ROCA 


BW's special Design Issue being unveiled by 
Ahluwalia and ABP Editor-in-Chief Aveek Sarkar 


Furniture design award being presented to 
P. Khanzode and M. Ganjawala of Onio Design 
by Sanjay Chandra, managing director, Unitech 
Group 


Digital design category award being presented 
to Falguni Gokhale (far left) and Hemant 
Karandikar (second from right) of Design 
Directions by D. Shivakumar, managing director 
and vice-president, Nokia India 
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Transportation & Automobile category award being presented to 
Manish Verma of Kinetic Motor by Jagdish Khattar, former managing 
director of Maruti Udyog, and Montek Singh Ahluwalia 


Best Concept Design Student award being presented to Abhijeet 
Khopkar 


Fashion & Lifestyle category award being presented to Abhijit 
Bansod 


Packaging design award presented to Ajay Raghav of Icarus Design 
by Anand Mahindra, vice-chairman and managing director, Mahindra 
& Mahindra 


Fashion & Lifestyle category award being presented to Neil Foley 
of Titan Industries by Sandip Tarkas, president, Customer Strategy, 
Future Group 


Best Concept Design Student award being presented to Nikhil 
Karwall by Deepak Whorra, partner, Whorra Enterprises 


Product design award being presented to Sapna Behar of Icarus 
Design 


Product design award being presented to Nishma Pandit and 
Balkrishna Mahajan of Ticket Design sworld | 
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world turns beautiful, this is how it will 
look,” she told Mahindra. He took a dig at 
the lack of aesthetic sense among many 
Indians by comparing them to Duryodhan, 
who fail to notice the craftsmanship that 
makes a pool look like the floor and take 
offence when their blindness is pointed out. 
Mahindra also pointed out that design helps 
business, citing a US research that showed 
that the stocks of companies with emphasis 
on design do better. 

Darlie O. Koshy, director of NID, thanked 
Aveek Sarkar, editor-in-chief of ABP, BW’s 
parent company, for connecting designers 
with business through these awards. He 
spoke of the rising importance of design in 
corporate strategy in India. Rol, he said, 
now refers more to return on ideas than to 
return on investment. “If you do not come 
out with newer and newer ideas, the 
company is going to be left behind,” he said. 

Ahluwalia said he was pleasantly 
surprised to be associated with a design 
award despite belonging to an institution 
with an archaic name, Planning 
Commission. An important part of the team 
that ushered in economic liberalisation in 
1991, Ahluwalia recalled how in a 
controlled economy, consumer choice was 
restricted to what was available and was the 
cheapest — design was not a factor. How- 
ever, since then, the Indian consumer has 
been exposed to what is available around 
the world, forcing producers to offer not 
merely cheap things but good things. 

Ahluwalia congratulated the award 
winners and applauded Oberoi’s 
contribution to design. The ceremony 
reiterated BW’s and NID’s commitment to 
supporting the design movement in India. 
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Independence Day Gift 


matin er” 





The govern- 
ment is the only 
| institution 

which can give 
its employees a 
big wage rise 
every few years 
and pay it by 
dipping into 
others’ pockets 


IT IS POSSIBLE TO HOLD THE VIEW THAT GOVERN- 
ment servants do not deserve their pay, or that 
giving them enormous salary increases without 
a look at their performance is unjustified. To a 
civil servant, such a view would seem extreme. 
Similarly, one could take the view that civil ser- 
vants are serving the country and made a sacri- 
fice by joining the government, and 
that pay commission awards are a 
modest recognition of their worth. 
To the common man, such a view 
must sound complacent to the point 
of selfrighteousness. 

Eschewing such fringe views, it 
must be admitted that if the income 
per head of the Indian people is 
growing at something like 6 per cent 
a year, some increase in civil ser- 
vants’ income beyond inflation is de- 
fensible. Without it, their incomes 
would fall behind the rest of the peo- 
ple. That may not matter in the short 
run, for government servants’ 
salaries at junior levels are much 
higher than comparable salaries in 
the private sector. Ideally, salaries of 
lower grades should be held back 
and those of the senior civil servants raised to 
bring both in line with the private sector. But no 
government would dare do so, because it would 
be immediately faced with paralysis: Class IV 
employees would bring it to a halt. But some 
machinery is required to maintain a certain de- 
gree of parity in the income increases in the 
public and the private sectors, and one could do 
worse than an occasional pay commission. 

So we have the ritual of periodic pay commis- 
sions which, after long deliberations, make de- 


- tailed recommendations stratified by the vari- 


ous caste distinctions within the government. 
The last pay commission submitted its report 
on 24 March. After deliberating on it for five 
months, the government announced its deci- 
sion on the eve of Independence Day. While the 
rest of Indians celebrated their independence 
from foreign rule, their rulers celebrated the 
salary rise they granted themselves. Their ob- 
ject was clearly to give themselves something to 
cheer about on the auspicious day. 
Traditionally, the pay commission's recom- 
mendations constitute only a floor for what the 
government servants are awarded; the govern- 
ment invariably throws in a few more goodies. 


This time it added another Rs 11,000 crore t 
the annual increase of Rs 12.500 crore. The pz 
commission’s award was designed to give go 
ernment employees a substantial increase i 
real income; so whatever the government h: 
awarded over and above it is in the nature of 
bonanza. This too is only a floor. Soon, variot 
sections of the government will make represe: 
tations on how injustice has been done to ther 
The army made such complaints immediate 
after the pay commission reported; the inju 
tice they perceived has been corrected in tł 
awards announced. Now, it will be the turn : 
civilians to make complaints. The governme! 
will examine them sympathetically; that wi 
form the basis for a further salary increase. 

The central government is just the fir 
amongst equals; below it are 29 governments: 
states and union territories. They will lear 
from the central salary increases, and initia 
processes to increase the salaries of their ow 
employees. That will take some time; the del: 
will be regarded as injustice by employees. š 
the states will also grant pay in arrears. 

State government finances are generally in 
pitiable state. But the economic boom of tl 
past five years, together with the fall in intere 
rates, had bolstered their revenue and repaire 
their budgets; they seemed to be on the way 
financial prudence. Those dreams of fisc 
soundness must be forgotten now. State | 
nances will not begin to look healthy again t 
the next boom. Its timing cannot be predicte 
the economy will take some years to tui 
around. When it does, it will raise the grow 
rate of state revenues, and their budgets w 
again start looking better. That will be the tin 
to appoint a new pay commission and wreck tl 
finances before they begin to look too good. 

Is there no better way to manage governme 
pay? One way would be to fix the maximum c 
the central and state governments may ta. 
from national income, and to fix a ceiling for t 
government'5 non-developmental expenditui 
such as salaries and interest. But such an exe 
cise must be done in official style. So the gover 
ment will appoint a finance commission und 
a retired bureaucrat. It too will deliberate foi 
year or two and then make recommendatior 
The rest of the story does not have to be retol 
it will be just like what happened to the p 
commission's recommendations. The gover 
ment will stick to its traditions, come what m: 
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Suni Wittal, BRBrti Group uw littal" " Neeraj Kanwar, Apollo Tyres 
Investing A, in football investing Rs 43.cr in various sports Investing in tennis 
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www.volkswagen.co.in 


We Germaons aren't really known for 
our sense of humour. 
It’s our cars that make us smile. 





Volkswagen. Das Auto. 


itrol * 8 airbags * ABS & ESP * 6-disc MP3 CD changer with 10 speakers * “Vienna” leather upholstery 
tronic” auto air conditioner with 2-zone temperature control ° Deluxe sports seats with electrically 
iving home” function * Also available 1.6L 75 kW (102 PS) petrol engine * 1.9L TDI also available with 


3: 9915752640, 9915011608; Delhi / NCR - DD Autoworld: (011) 46664666, 9873919004-10; Kashyap Group: 
2 Motors: 9780199999, 9988886645 / 48; Mumbai - Presidential Cars: (022) 24364801-6, 9930250733 





The exquisitely designed, German engineered Jetta. Prestige standard. 


Building a car like this is serious business. And consistently improving a near perfect design over 
the last 29 years is by no means easy. Now we are proud to bring this engineering marvel to India. 


It's got everything you would desire from a car. Now isn't that reason enough to smile? 





e 1.9L TDI 77 kW (105 PS) diesel engine * 6-speed automatic DSG gearbox with paddle shift * Cruise « 
* 16" alloy wheels * Steering wheel with controls for multi-function display and audio system ° “Clir 
adjustable lumbar support at front Ħ Rain sensor * Anti-theft warning system * "Coming home" and " 


52-speed manual gearbox. Features mentioned here are not available in all versions. 


Authorised dealers: Bangalore - Elite Motors: (080) 25743225 / 27, 9972922144; Chandigarh - Genuss Moti 
(0120) 2462601 -5, (011) 26848377 / 78; Hyderabad - Orion Motors: 9704455011, 9701670008; Ludhiana - Pres 


Opening shortly at Ahmedabad, Chennai, Cochin, Jaipur, Kolkata and Pune. 


GimageRUNNER Canori 


Delighting You Alwa 


So efficient, it's almost invisible. 





Work is demanding. So you would demand more from your 
Multi-Function Device(MFD) as well. Presenting Canon's ever reliable 
imageRUNNER series. Its hassle-free functioning is a result of our 
leadership in imaging technology. Features like iPV6 support and a high 
capacity RAM ensure that the imageRUNNER series is in complete 
harmony with your growing organization’s needs. Patented technologies, 
like Rapid Fusing System and Electrical Roller Charging ensure that you 
spend less on energy and conserve the environment. This combined with 
world class service support gives you complete peace of mind as we 
now provide you with pro-active intelligent device support. 


Presenting, Canon imageRUNNER. 
No tantrums, no complaints. 
Just hassle-free prints, copies, scans, faxes & more. 


So the next time you come across someone who has a tough time 
recalling the name of his MFD, you can be rest assured, it's a Canon. 


dentsumarcom/canon/090/2008 
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Also available : iR1022, iR2022N, iR2230, iR3530, iR3035, iR3045, iR5065, iR5075, iR7095 (From 18ppm to 105ppm) 


**Canon won the Reader's Digest Trusted award in the MFD category in 2006, 2007 & 200 


Business be simple 





Call CANON: 1800 180 3366*/39010101* or visit www.canon.co.in Corporate Office : Canon India Pvt. Ltd., Second Floor, Tower A & B, Cyber Greens, DLF Phase-lll, Gurgaon -122 





Tt was my eighteenth birthday eft from 


Smita Maasi, a silk bag with a coin inside. 
“One VUPLE SO ouv Purse NEVEN VLMAÄNS empty. 
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Today, as T. look out of my office on wall Street, 
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And. prosperity will always be your shadow. 





T remember her words and wonder... 


How COW A single COM make me 


Feel like a million bucks? 
AIG} 


We appreciate the value 
of your money. 
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Mindsets 


THE LINK BETWEEN 
economic growth, 
India winning three 
Olympic medals for 
the first time, and the 
changing national 
mood over Kashmir 
may seem tenuous. 
But it is very real. 
Earlier, India's frus- 
tration and self-flag- 
ellation had a 
mutually reinforcing 
relationship with is- 
sues such as the country’s inability 
to win Olympic medals and the 
threat of secessionism in Kashmir. 
We saw our country as weak and in- 
capable, and, as is often the case, 
tried to overcome these insecurities 
with denial and jingoism. This only 
trapped us into our problems. 
Now, as India has opened its 
mind and markets to the world, we 
have become wealthier and wiser. 
Problems no longer daunt us, but 
inspire us to invent solutions be- 
cause we now have the resources 
and confidence necessary for this. 
So, instead of falling into cynical 
resignation over our government's 
inability to nurture sportsmen, 
many rich Indians and companies 
are beginning to bankroll this goal. 
About Rs 1,000 crore is being in- 
vested by India Inc. in developing 
an array of sports. This is only a 
small step, but already a new goal 
is forming in sporting circles — to 
take Indias tally of Olympic 





medals up from the 
three won in Beijing 
to 30 medals at 
the 2012 London 
Olympics. 

In Jammu and 
Kashmir, as the fires 
of old passions burn 
again, the nation is 
witnessing the up- 
heaval with a new 
sense of culpability, 
and not just blaming 
Pakistan. Suddenly, 
columnists, politicians and average 
people are discussing the possibil- 
ity of Kashmir's secessionism 
calmly, and suggesting solutions 
thoughtfully, as happens in 
Canada, Spain and other countries 
facing secessionism. That's be- 
cause we are breaking free from the 
old fear that Kashmiri secession- 
ism could dismember India. The 
implicit knowledge that our na- 
tional security and identity has 
passed the stage of being depend- 
ent on Kashmir leaves us more 
open to new solutions in the state. 

This new-found national matu- 
rity is the fruit of success, and must 
be nurtured carefully. Old ways of 
thinking are still dominant, and 
might take years to change. Only 
greater economic growth and open- 
ness to the world will deliver the na- 
tional renaissance we seek. This is 
the real goal of the further reforms 
BW has constantly demanded from 


New Delhi. 


jehangir s. pocha, editor 
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Capture 


life with 
the 5.0 
megapixel 
camera 


phones 


from LG. 





Slimmest 5 MP Camera Phone 


Tw * Scratch proof tempered glass * Carbon fiber body 
cm * 3 speeds of video recording up to 120 fps 
Just pi ck your favourite 5.0 rawa * Image stabilizer, Movie maker, Divx support * 6 motion sensor games 
i a * Neon Touch Navigation * 3G, HSDPA (3.6 mbps) 
negapixel camera phone from LG. 
Shoot stunning professional 
quality pictures and 
do more with a host of 
cu NU Powerful Multimedia Function 
other multimedia features. 
* 5 MP auto focus camera * ISO 800 for better picture in low light 
A * |mage stabilizer, Auto rotation, Movie maker 
V * 6 motion sensor games 
>< * Smart Pic ™ (smart lighting, face detection) 
= 3.0" LCD with Resistive Touch Screen 
+ * 5 MP camera with manual focus and image stabilizer 
| z * High speed video recording (120 fps) * DivX Playback 
S - 150 800 for better picture in low light * 3G, HSDPA (3.6 mbps) 
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KEY BENEFITS OF LG MOBILE PHONES 





LG Mobile Theft Insurance 1GB Memory Card 
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Deters theft of phone and helps | Specially designed Theft insurance plan | Play anywhere, anytime | Keeps you connected realtime to news, | — Allows you to store more dal 
you track in case of theft | to give you complete peace of mind | Use the phone as your partner | current affairs, stock, astro, cricket # songs, video, photos 
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Wrong Call 


Power Equations 
Differing costs of nuclear plants mentioned in 
your 11 August issue seem to reflect the ‘haze’ 
shrouding the nuclear debate (‘Nuclear Haze’, 
BW, 11 August). In the editors letter, you have 
mentioned an “expenditure of $100 billion to 
build nuclear plants to generate 20,000 MW 
of power”. That works out to $5 million per 
MW. On the other hand, the cover story 
(‘Power Play’) quotes an estimated cost of $2.5 
billion per 1,000 MW, that is, $2.5 million per 
MW. Then, Maneka Gandhi in her column 
mentions yet another figure of Rs 8 crore per 
MW, that is $1.85 million per MW, which is 
perhaps nearest to the actual. The cost of 
20,000 MW of power generating capacity, 
based on above estimates, therefore, vary from 
$37 billion to $100 billion. 

There is yet another anomaly. Compared to 
a coal plant, in a nuclear plant, only the 
reactor — constituting less than 25 per cent of 
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Your cover story (‘Notified’, BW, 1 September) has misre- 
presented certain facts. First, it says cell phone companies 
are not launching new products, such as Apple's iPhone. 
This is not because of problems with the Indian market, 
but simply because India has never been a big market of 
Apple. Then, about the Google phone Android 
consortium. Indian companies are not part of it because 
business models followed here have no place for phones 
being sold through operators. Also, Indian companies are 
not waiting to be acquired by foreign firms. While RCom 
may have tried for a deal with MTN, that doesn’t indicate 
their willingness for sale. It may be correct that more 
could have been done to develop the VAS market, but I 
think Trai is moving in the right direction on that issue. 


Rohit Agarwal, on email 


expenditure — may have to be imported. That 
too for the initial years till Indian industry 
absorbs the new technology. Thus, the entire 
cost of the plant will not be a windfall for 
nuclear suppliers as mentioned in the 
editors letter. 
D.V. KAPUR, founder chairman and managing 
director, NTPC, and former secretary, 
ministries of power and industry 


Think Again 

I don’t think India is shining or was shining 
ever (‘Bridling Optimism’, BW, 25 August). 
We are focusing on industries that benefit very 
few people, and it will take years for that 
prosperity to percolate down, if at all. As 80 
per cent of our population still depends on 
agriculture, why not develop agriculture. We 
can become the ‘world’s kitchen’ or the ‘world’s 
farm’ rather than the ‘world’s backoffice’ that 
we are today. That is more respectable, more 
doable and more desirable. 

Also, India is well endowed in terms of 
topography, then why do we have less than 
1 per cent of world tourist population? We 
have everything that can make us into a global 
tourist hub, except the desire to be one. 

On the 61st year of freedom, we need to 
think on the direction we need to take. As you 
pointed out, we are ready for change. There 
may not be a better time ever again. 

Tilak PRJ, on email 





Letters may have been edited for brevity. 
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ll fulfill her dreams, 
on my own. 


There's no bigger joy than being able 
to fulfill your child's dreams. And that 
too, on your own! HDFC Standard Life 
presents CHILDREN'S PLANS with 
TRIPLE INSURANCE BENEFIT that will 
take care of your child's immediate 
and future needs and ensure your 
child a safe and secure future. So that 
tomorrow when your child needs any 
support, you won't have to depend on 









anyone else. 
Avail tax benefit up to Rs. 33,990/- 
under Sec 80C. 


CHALDREN'S PLANS 
with 
Triple Insurance Benefit 


e Life & Health Benefit e Premium Waiver ¢ Maturity Benefit 





Sar Utha Ke Ji 
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Children's Plans includes HDFC Unit Linked Young Star Plus Il (Form No: P501-38, UIN: 101L032V01). The benefits available depend on the options you Choose. Life & Health Ben ver s 
Linked Plans are different trom traditional insurance plans & are subject to different risk factors. The investment risk in Investment portfolio is borne by the policyholder. For more details on product features, risk factors, terms & conditions & applicable charges please 
read product brochure & consult Financial Consultant belore taking a decision. Tax figures mentioned are indicative and subject to change. HDFC Standard Life Insurance Co. Lic. Insurance ts the subject matter of the Solicitation. ARN: MC/08/2008/270 
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Indias show at Beijing has 
stoked the desire for more, 
and the country's business 
leaders are now joining the 
play But is that Menon 





ON POINT 


12 Poor Scenario 
India has the largest number of poor peo- 
ple in the world, say reports. 


13 Turning Tables 


North Block is abuzz with rumours of an 
imminent Cabinet reshuffle. 


14 Ruled Qut 


The Delhi High Court raps telcos' 
bickerings over dual technology. 


15 Political Angle 


Why Mamata Banerjee wants 400 acres 
of land to be returned. 


16 FIANGHETTO 


Weekly strategic corporate moves. 


20 QUICK TAKE 


Will an independent Kashmir stoke 
secessionism in other parts of India? 


IN THE NEWS 
21 AValley Of Questions 


Freedom for Kashmir finds few takers 
in mainstream India. 
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BI report: shows a six-fold increase On the eve of Ganesh Chaturthi, 1,001 
investments in overseas equities. forms of the Lord are on display in Mumbai. 


24. Critical Win 65 Happy E-reading 
An Israeli court rules in favour of Sun Some international publishers are offering 
arma in the Taro buy-out tussle. free downloads of books for limited periods. 


65 ArtOfThe Matter — 
The first-ever Indian Art Summit opened 
new vistas for artists and their buyers. 


66 Bookmark 


A guide to doing business in modern India; 
building brands; and family feuds. 


COLUMNS 
18 Ashok V. Desai — 


The new modes of payment based on 
mobiles and internet will spread faster. 


26 Nayan Chanda — 
After a brilliant display at the Olympics, can 
China improve its economy? 
BW&YOU 
EGH TE OS FEEDBACK 

Smart Gadget 68 BW OPINION 


Solutions that prevent loss of data, inten- 
.. tional or otherwise, are in demand. Cover Design hy Jyoti Thapa Mani 


Es dig cis d Tribhuwan Sharma 
— 90 At Your Fingertips xD EET 

.. Multi-touch screens are set to transform 
— the way people interact with technology. 





husinessworld. in 





. 92 New Revelations 

` More innovations come from publicly EM 
_ funded projects, says a report. Every rival is € "e; 
x Tushar Kanwar checks out some of the 


3 INVOGUE | offe rings. 
The Power Of Small Abridged be hooks can tempt you to read 










i dh u worthy, but unreadable classics. Pradeep ju 5 
After Fiat 500, both VW's Beetle and Sebastian takes a look. | Total No. of pages 





including cover: 70 


BMW’s Mini are making a beeline for India. 
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POVERTY 


Limits Of Growth 


New reports 
say India has 
the largest 
number of 
poor people 
in the world 


A. 
"P n 
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HAND-TO-MOUTH: 
India's poverty 
alleviation rate lags that 
of the rest of the world 
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IT IS OFFICIAL. INDIA 
has the largest num- 
ber of poor in the wo- 
rid — 456 million. 
That is 42 per cent of 
the population, down 
from 60 per cent in 
1980. But in absolute 
terms, the number of 
poor in India has ri- 
sen from 421 million 
28 years ago, accord- 
ing to the World Bank 
(WB), which consid- 
ers anyone making 
less than $1.25 (Rs 
55) a day as poor. 

The WB also said 
the number of poor is 
continuing to rise and 


that "there is a large 
number of people liv- 
ing just above this 
line of deprivation 
and their numbers 
are not falling” That 
means the develop- 
mental burden on In- 
dia is greater now 
than it was 30 years 
ago. While India’s 
economic growth has 
helped alleviate pove- 
rty by 19 per cent bet- 
ween 1990 and 2005, 
globally poverty rates 
declined 38 per cent. 
In contrast, the As- 
ian Development Ba- 
nk’s benchmark for 


poverty is anyone ear- 
ning less than $1.35 a 
day on purchasing 
power parity. This 
puts 55 per cent of In- 
dias population 
(about 600 million) in 
the category of poor. 

As BW had earlier 
reported, (A Place In 
The Sun’, BW, 20 Au- 
gust 2007), a corre- 
lation of development 
between India, China 
and sub-Saharan Afr- 
ica shows India is 
more similar to Africa 
than China. 

New Delhi implici- 
tly refutes the above 
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figures by insisting its 
measures of poverty, 
which are based on an 
estimation of caloric 
intake, show India has 
only 300 million poor. 

Maybe it is time In- 
dia returned to seeing 
its population as a pr- 
oblem and stopped 
flaunting its 1.1 bill- 
ion people as a ‘huge 
market’. In fact, In- 
dia's population, al- 
ong with Chinas, is 
likely to be a huge ec- 
onomic and ecologi- 
cal strain on the globe 
in coming years. 

Team BW 


billion dollars. The amount China will spend to stimulate the economy post Olympics. 





UPA GOVERNMENT 


Talking Heads 


North Block 
is abuzz with 
rumours of a 
an imminent 

Cabinet 
reshuffle 


SHAKY WICKET: 
Chidambaram is not in 
the good books of 
UPA's new ally 

Amar Singh 


UK STAGNATES 


"We don't need four more vears of the 


last eight years (of Republican rule).” 


BUREAUCRATIC CIRCLES 
in New Delhi are ab- 
uzz with rumours 
that Finance Minister 
P. Chidambaram and 
Home Minister Shiv- 
raj Patil will loose 
their jobs. Both are 
facing a storm of 
criticisms — the FM 
over inflation and 
Patil over the worsen- 
ing internal security 
situation. 

C. Rangarajan, for- 
mer Chairman of the 
Economic Advisory 
Council (EAC) to the 
Prime Minister, is ex- 
pected to take Chida- 
baram’s place. He has 
just been nominated 
to the Rajya Sabha. 

Rangarajans recent 
public criticism of the 
roles played by mone- 


The UK economy stagnated 
unexpectedly in the second quarter, ending 
the nation’s longest stretch of growth in 
more than a century. 


UK gross domestic product 
Quarter-on-quarter growth 
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Bloomberg 


SANJAY SAKARIA 


tary and fiscal policy 
makers in managing 
the economy has only 
added grist to the ru- 
mour mills. While 
Rangarajan, a former 
Reserve Bank gover- 
nor, gave full marks to 
his former instituti- 
ons monetary policy, 
he came down heavily 
on the country’s fiscal 
policy, but without 
naming the FM. 
While no one is yet 
seen as a strong con- 
tender to replace Pa- 





til, the grapevine has 
it that general elec- 
tions could be called 
soon after both minis- 
ters are replaced and 
could come as early as 
November. 

“It depends on how 
badly the PM needs to 
be seen as taking a 
tough stand on Patil 
and the Samajwadi 
Partys demand to 
change the FM,’ says a 
top finance ministry 
official. 

Puja Mehra 


MAHARASHTRA GOVERNMENT 


OFFICIALS ON EXIT MODE 





Within days of 
Pervez Musharraf's 
exit, Pakistan's 
ruling coalition has 
collapsed with 
Nawaz Sharif's 
Pakistan Muslim 
League-N pulling 
out. Sharif blamed 
the ruling partner, 
Pakistan People's 
Party, for failing to 
reinstate the 
judges sacked by 
Musharraf. This 
issue has been at 
the centre of a 
political dispute in 
Pakistan ever 
since Musharraf 
sacked them. 


MORE THAN A DOZEN IAS OFFICERS Another high-profile officer, 
have quit the Maharashtra T. Chandrashekhar, CEO and 
government and 100 more are vice-chairman of Maharashtra 
weighing offers. The latest is Housing & Area Development 
Mumbai's Additional Municipal Authority (Mhada), walked out 
Commissioner Kishor Gajbhiye. when slum redevelopment was 
A month ago, Sanjay Ubale, taken away from his charge in 

secretary of special projects, put January. Chandrashekhar, too, 

in his papers to join Tata Realty — declared he would be joining a 
as CEO. Ubale, once the blue- private company, possibly the 
eyed boy of Chief Minister Hiranandanis. 

Vilasrao Deshmukh and in-charge However, Deshmukh has taken 
of Mumbai Makeover — a slew of aine that he will not bend 
high-profile urban projects — will . backwards to woo those officers 
now use his expertise to speed up seeking to leave. 

Tatas' infrastructure projects. Gurbir Singh 
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THE NEW 
RIVER PATH 


Bihar is reeling 
under severe flood 
after the Kosi river 
changed its course 

and started 


inundating villages. 
Two million people 
are estimated have 
been affected. The 
state government 
has asked the 
Centre to take up 
the issue with 
Nepal, where the 
river originates. In 
the picture, an 
aerial view of 
Madhepura district. 


TELECOM 


Two Standards 


Telcos’ legal 
battles have 
been struck 
down by 

the Delhi 
High Court 


Reality ` 
Check 


THE DELHI HIGH 
court has repriman- 
ded Bharti Airtel, 
Vodafone-Essar and 
Idea — the biggest 
beneficiaries of 
telecom reforms — 
saying that legal 
battles they have 
spawned over use of 
dual technology can 





only hinder telecom 
growth. 

The high court 
fined these com- 
panies Rs 50,000 
each towards the 
‘cost’ of the legal 
tangle and upheld the 
government's move to 
allow CDMA players 
Reliance Commu- 
nications and Tata 
Teleservices to launch 
GSM services. 

While the govern- 
ment’s decision has 
been upheld by the 
court, it needs to ex- 
plain why no action 
has been taken on 
those hoarding spect- 
rum. State-owned 
Bharat Sanchar 
Nigam (BSNL), along 
with Bharti and 
Vodafone, has more 
than the stipulated 
6.2 MHz spectrum. 

M. Rajendran 


BLOOMBERG 
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Prosperous Times 


SINGAPORE'S SOVEREIGN WEALTH FUND 
Temasek has doubled its annual profits 
from $5 billion last year to $12.8 billion 
this year. Temasek has 2 per cent stake in 
the UK's Barclays and 9.5 per cent in 

US investment bank Merril Lynch. It 
received a $7-billion capital injection last 
year from Singapores finance ministry — 
its sole shareholder — which helped 
boost its net portfolio value by 

13 per cent to $130 billion. 


Researchers at the University of Pennsylvania School of Medicine have developed a device, 
which can ‘sniff out’ cancer. 


8 SEPTEMBER 2008 Ë ^ 


BUSINESSWORLD 









Why Mamata 
Banerjee 
wants 400 
acres of 
land to be 
returned 








UNRELENTING: 
Banerjee has 
been persistent in 
her opposition to 
the Nano project 


"TRUST 
pee: 


ne 


FIRST, NO ONE IMAGI- 
ned anyone could 
build a Rs 1 lakh car. 
Then no one imagi- 
ned a peoples poli- 
tician would foil its 
production. But sur- 
prises never cease, 
and neither do mys- 
teries. Right now, the 
one befuddling us at 
BW s the magic 
number 400. The 
Trinamool Congress's 
Mamata Banerjee 
wants 400 ofthe 
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WEST BENGAL 


Numbe 
Crunching 


1,000 acres the West Banerjee says. 
Bengal government But where did the 
has acquired for Tata 400 figure come 
Motors’ Nano factory from? Banerjee has 
in Singur returned to produced absolutely 


no evidence to 
support her claim. 


the original owners. 
“Farmers were forced 


to give up this land” West Bengal 
Industry Minister 
Nirupam Sen says of 
the 11,500 people 


whose land was 
acquired, only 2,500 
have objected. 
Privately, government 
sources put the 
amount of forcibly 
acquired land at 
about 160 acres. 
Perhaps 400 acres 
< is simply a politically 
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convenient number 
for Banerjee. Tata 
Motors plans to use 
only 600 acres of the 
land.at Singur and 
400 acres will be 
used by ancillary 
units. "So saying 
exactly 400 acres 
must be returned 
allows (Banerjee) to 
technically say she is 
not against Tatas but 
can still kill the 
project, says a 
Kolkata-based CEO. 
But despite her 
antics, Banerjee is 
unlikely to win the 
upcoming elections 
in the state. 

With the CPM un- 
likely to lose the state 
and the Tatas likely to 
exit it, the real losers 
of any fallout in Sin- 
gur will be the people 
of West Bengal, 

Team BW 











Home truths 

Anil Ambani's 
Reliance Capital has 
reportedly spun off 
its home loan 
business, which is 
currently clubbed 
under Reliance 
Consumer Finance, 
into a new company. 
Reliance Capital is 
one of the six firms 
that have sought 
approvals from 
National Housing 
Bank, the mortgage 
market regulator, 

to enter the home 


loan business. 
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TCS bags it, again 
Tata Consultancy 
Services, a Tata group 
company, has bagged 
a five-year account- 
ing contract with Sin- 
gapore Airlines Ca- 
rgo. The contract is to 
handle the cargo re- 
venue accounting 
back office processes, 
TCS said in a statem- 
ent. TCS has serviced 
Singapore Airlines 
Cargo since 2004. 


Bhel's UAE win 
State-owned Bharat 
Heavy Electricals 
(Bhel) has bagged a 
Rs 140-crore order 
from UAE's Interna- 
tional Energy Reso- 
urces for supplying 
two 42-MW gas 
turbine generation 
units. The Middle 
East is a key export 
region for Bhel, the 
company said in a 
statement. 
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Bhutan calling 
Punjab National 
Bank, India's second- 
largest publie sector 
bank after the State 
Bank of India, is set 
to start operations in 
Bhutan. “We have 
signed an agreement 
with a prominent 
local business house 
and are in the process 
of obtaining regula- 
tory approval from 
Bhutan for the 
operation; said Ran- 
jan Dhawan, general 
manager, Punjab Na- 





tional Bank. The joint 
venture has been 
named Druk PNB 
and the operations 
are expected to start 
some time next year. 


Hero gets wings 
Two-wheeler major 
Hero Group is set to 
diversify into the 
aviation market. The 
company plans to 
manufacture small 
aircraft for both 
personal use and 
training purposes. It 
is reportedly in the 
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final stages of tying 
up with a German 
company, which will. 
provide the design fo 
the aircraft project. 
The project will come 
up at the 300-acre 
Special Economic 
Zone in Madhya Pra- 
desh, which will be 
developed into an 
aerospace and defe- 
nce industrial park. 


Total control 
India's fourth largest 
software exporter, 
HCL Technologies, 
has reportedly acqui- 





red US-based Control 
Point Solutions, a 
provider of voice, 
¿data and wireless tel- 
communications ex- 
pense management, 
for $20.8 million. 
“This acquisition 
senhances HCL’s abi- 
Mity to become an 
iend-to-end provider 
iof business process 
soutsourcing services 
an the attractive TEM 
Space,” said Ranjit 
Narasimhan, presi- 
ent and CEO (BPO 
ervices) of HCL 
Technologies. 


























Lufthansa to add 
more wings 
Europe's second-lar- 
zest airline, Deutsche 
ufthansa, has infor- 
med the Austrian 
sovernment that it 
night buy a stake in 
Austrian Airlines 
moup. Last week, the 
Austrian government 










approved the sale of 
its 43 per cent stake 
in Vienna-based Aus- 
trian Airlines, three 
months after the 
collapse of an agree- 
ment to sell a 20 per 
cent holding in the 
carrier to Saudi 
investor Mohamed 
Issa al Jaber. 


Sustaining 
profitability 
Sunnyvale-based Ad- 
vanced Micro Devices 
(AMD) has appoin- 
ted Dasaradha Gude 
as AMD India’s man- 


BLOOMBE 


aging director. Gude 
has 25 years of expe- 
rience in the very 
large scale integra- 
tion (VLSI) segment. 


This change is part of 


AMD's recently 
announced plan to 
re-architect its 
business for sustai- 
ned profitability. 


Moral victory for 
ONGC Videsh 
ONGC Videsh, a unit 
of Indias biggest ex- 
ploration company, 
has announced it is 





taking over British oil 
and gas company 
Imperial Energy for 
$2.6 billion. If the 
deal goes through, it 
will be a moral vict- 
ory for ONGC Videsh 
because it would have 
pipped the Chinese 
state state-owned oil 
refiner Sinopec Corp., 
which was considered 
to be a leading 
contender, to post. 
This will help the 
state-owned 
company tap Siberian 
and Kazakh deposits. 





Home coming 
ABB Groups 
Ravi Uppal, chair- 
man of ABB India 
and president of the 
groups Zurich-based 
Global Markets, has 
quit the group. Uppal 
is planning to come 
to India to pursue a 
career outside ABB. 
He will remain non- 
executive chairman 
of ABB in India, to 
help ensure continu- 
ity in the business in 
this rapidly growing 
market, the company 
said in a statement, 
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Life Without 
Money 


by ashok v. desai 


METAL CURRENCY HAS ITS CHARM; THERE ARE 
even some old people called numsmatists 
who collect old coins. But coins make pock- 
ets bulge. Ancient Chinese, being smart 
dressers, made paper money to smooth the 
bulge down. But the rupee has lost so much 
value that even paper notes bulge. Reserve 
Bank issues thousand-rupee notes — but no 
higher, otherwise they would become black 
money. And it does not issue too many of 
them, lest sinning businessmen take them 
away to Nepal to make garlands for deities. 

Reserve Bank would recommend using 
cheques. They do not bulge; there can be one 
cheque for any amount. They cannot be 
stolen; as long as they are crossed, no one but 
the payee can cash them. One's money is safe 
in the bank until spent. And until then, the 
bank lends it to a business or government 
and gives one a cut from its earnings. 

But to write a cheque, one must possess a 
bank account. There are 310 million ac- 
counts. Many people have more than one, 


and many accounts belong to businesses. So cl 


the number of personal account holders is 
just about 200 million; two-thirds of adults 
have no bank account. It was easy to open an 
account once; now, with know-your-cus- 
tomer requirements, it has become difficult. 

Credit and debit cards are more convenient than cheques. 
The payee makes up the slip, which is the equivalent of a 
cheque; the buyer has only to sign it. But only banks are al- 
lowed to issue cards; so those who do not have bank ac- 
counts cannot pay with cards. Cards turn outto be expensive 
for shopkeepers; they are expensive for their holders too if 
they do not pay their monthly bills in time. 

In better-run countries, one can post a cheque to pay bills 
for electricity or water and get a receipt by return post. But in 
India people do not consider the service reliable enough, and 
prefer to queue at a payment counter. To remove the hassle, 
an increasing number of banks — for instance, ICICI Bank, 
Axis Bank and Bank of Baroda — offer arrangements for 
electronic payment of bills straight out of ones account. But 
the procedure is cumbersome, so few use this facility. 

The first one to see an opportunity here was Indiamart, 





which has been running a web-based trade 
directory since 1996. The firms core business 
was design of websites for customers. Then it 
diversified into design of web marketing 
strategies. Finally, it became a B2B portal, 
mediating between buyers and sellers. For 
that purpose, it set up abcpayments.com, 
which can route payments to multiple suppli- 
ers from bank accounts and credit cards. 

The Indiamart model is designed to serve 
businesses. Because of the way our utilities 
function, retail customers face more serious 
problems. Billjunction mediates between a 
customer's bank account and utilities. H 
saves him the bother of writing cheques and 
queuing up to pay bills. The model has beer 
extended by Paymate which, besides paying 
bills, enables customers to buy from shop: 
and service providers connected to Paymate 
and lets them do it on their cell phones. 

Oxigen's is a combination of all the above 
models. Its parent is Blue Label, a Soutl 
African firm set up in 2001 to distribute pre 
paid packs for fixed telephones. Blue Labe 
realized that the key to success was the num 
ber of distribution points; once it had line 
up those points, it could sell more of simila 
services through them. So besides telephon: 
packs, it started selling packs for electricity 
insurance and funerals. In 2003, it set uj 
Oxigen in a joint venture with Pramod Sax 
ena and Microsoft. 

Oxigen has two modes. It has lined uj 
: “touch points' — mainly shops. A custome 
can walk into the shops and pay his utilit 
and cell phone bills in cash. The shopkeepe 
registers the payment by SMS or e-mail, anı 
it is recorded in Oxigens server. A ‘footprint 
— a walking agent employed by one of Oxigen' retail man 
agement units (RMUs) — goes to the shop and takes the cas! 
collected every day. The RMU takes the collections to Oxiger 
which puts it into its bank account. Oxigen aggregates pay 
ments and hands them to each utility or telecom operator. I 
the second mode, the customer pays in an advance, instead c 
paying a bill; he acquires what is in effect a digital wallet fu 
of money. Then he walks into one of Oxigen's signed-up shop 
and buys something; its cost is deducted from the advance h 
has given. The shop is then paid by Oxigen. 

All these firms are effectively clearing houses, like thos 
for banks. But they do not themselves interconnect, so tran: 
actions cannot take place across or between them. The 
should set up their own super-clearing house. 


The author is Consultant Editor of Businessworlt 
ashok.desai (2) gmail.coi 
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Quick Take 





Willan independent Kashmir stoke 
secessionism in other parts of India? 


We asked... R. Baladevan, associate, Centre for Civil Society; Suba Chandran, deputy director, Institute of Peace and 
Conflict Studies; Phunchok Stobdan, senior fellow, IDSA; G.R. Gopinath, vice-chairman, Air Deccan; Shashi Azad, additional 
general secretary, Bharat Vikas Parishad; Ganesh Prasad, principal associate, Amarchand Mangaldas; C.J. George, managing 
director, Geojit Financial; Jamil Khatri, US GAAP & IFRS Services, KPMG; Tuhin Abhyankar, analyst, Accenture; Rakesh 
Kapoor, head (northern region), Finesse PR; Raman Roy, chairman and MD, Quatrro; Lagadapati Rajagopal, MP, Vijaywada 


, 
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AP s u . . ° A _ 
^^ Definitely there's scope. But we 66 It is possible to deal with this © & Anything that breaks up a coun- 


have to find a solution beyond issue distictly from such demands _ try is bad. It sows seeds for the worst. 
artificial thin lines of borders. ty s in other parts of India. 9 % We have to learn to live together. 5$ 
Lagadapati Rajagopal, Jamil Khatri, US GAAP & IFRS Raman Roy, chairman and 
Lok Sabha MP, Vijaywada Services, KPM managing director, Quatrro 


YES BECAUSE: The call for independence in Kashmir is not unique. These have been heard 
before for Khalistan, Bodoland and Gorkhaland, among others. The Kashmir issue has reached a 
flashpoint mainly because successive governments have failed to integrate Kashmir into mainstream 
India. Article 370 has certainly played its role here, making Kashmir a quasi-sovereign state. India’s 
linguistic, religious and cultural diversity is second to none. The moment one state is allowed to secede 
on the basis of one such parameter, it will open the door to unscrupulous politicians making similar 
demands. As long as industrialisation and job opportunities continue to elude the Valley, the alienation 
of people of Kashmir will continue. This is what needs to change. 


NO BEGAUSE: Kashmir’s background and history is unique from other Indian states. 

So, it is possible to deal with this issue distinctly from similar demands for independence in other 
parts of India. Furthermore, it is wrong to deny a group something only because the government would 
like to preempt similar debates in other parts of the country. Each case has to be decided on its own 
merit. More importantly, demands for independence from other regions continue to be addressed 
substantially. This has quietened down the more extreme views in those regions. So, it is unlikely 

that independence for Kashmir will stoke secessionist movements in other parts, though the 
government is likely to say so. 


MAYBE BECAUSE: Barring a small minority in the Kashmir Valley, no other region or 


community in Jammu and Kashmir has sought independence. The question is does this call emanate 
from the Valley or from a few intellectuals or from across the border? Once that has been established, 
the validity of the claim can be established. However, the opinion of the Kashmiri pundits is also being 
overlooked. They too have equal rights on the land. It would be unfair to make a decision without takin; 
into account their opinion. India is certainly paying a high price to retain Kashmir. The cost of subsidie 
and of deploying security personnel are substantial. However, it is India’s duty to protect its states and 
it should continue to do so, until it receives a clear mandate from the Kashmiris to do otherwise. 
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Sudendly, 
freedom for 
Kashmir 
finds a few 
takers in 
India 


FLASHPOINT: The 
Amarnath issue has 
sharpened the commu- 
nal divide in J&K 


Pangs Of 
Freedom 


by T. K. Vineeth 


EVEN SIX DECADES AFTER ACCESSION TO INDIA, 
Jammu and Kashmir continues to bleed the 
country economically and politically. The latest 
violent incidents over the Amarnath temple 
land issue confirm that the state continues to be 
sharply divided on communal lines. The issue 
took an ugly turn when the state government 
reneged on its decision to donate 100 acres of 
land to the Amarnath Shrine Board. 

“These are just pent up feelings,” says Suba 
Chandran, deputy director of Institute of Peace 
and Conflict Studies (IPCS), a New Delhi-based 
think tank. “The protests in Kashmir are con- 
fined to Srinagar whereas in Jammu, the protests 
are all over, including rural areas.” If the Amar- 
nath issue provided a reason for the resurgence of 
the anti-India sentiments in the Valley, it served 
as a flashpoint that ignited the decades-old pent 
up anger of the largely Hindu people of Jammu, 
who felt they were being discriminated against. 

Some analysts think the government has tota- 
lly mismanaged the affair. “The Kashmir probl- 
em was lying low for a while, but the government 
messed up the Amarnath issue,” says Phunchok 
Stobdan, senior fellow at New Delhi's Institute 
of Defence Studies and Analysis (IDSA). 

But is it just righteous indignation finding a 


way to expiate? It is not a state secret that the 
sentiments of the Valley are stoked by elements 
from across the border. And it is also not a sheer 
coincidence that the violence in the region 
swelled after the exit of Pakistan President Per- 
vez Musharraf. That is one reason India has not 
joined the rest of the world in publicly welcom- 
ing the regime change in Pakistan. “The power 
vacuum in Pakistan has naturally raised the vio- 
lence in Kashmir,’ says T.P. Sreenivasan, India’s 
former Ambassador to the United Nations. 

What is notable is that this time around, the 
somewhat forgotten issue of Kashmiri inde- 
pendence has found a few takers from main- 
stream India. Booker Prize winner Arundhati 
Roy recently said in Srinagar that “the people of 
Kashmir have made themselves abundantly 
clear that they want complete freedom and the 
(Indian) government should pay heed to their 
demand”. Another well-known journalist, for- 
mer editor of the Hindustan Times Vir Sanghvi, 
wrote that India should hold a referendum in 
Kashmir. “Let Kashmiris decide their own 
future,’ Sanghvi wrote, something echoed by 
another columnist, Swaminathan Anklesariya 
Aiyar in The Times of India. 

However, many observers are uncomfortable 
with the ‘R’ word. “It’s all rubbish,” says G. Par- 
thasarathy, former Indian high commissioner 
to Pakistan. “It is akin to having a referendum 
in Malappuram (a Muslim-dominated district 
in Kerala),” he says. “Such ideas are voiced by 
people who have no understanding of India’s 
unity.” IPCS’s Chandran agrees: “If you ask peo- 
ple on the street, they will have a different take.” 

Sreenivasan asserts that there will be no in- 
dependent Kashmir. “Pakistan will grab it the 
moment India withdraws.” He thinks a 
plebiscite is highly unlikely. “If Kashmir breaks 
off as a result of a referendum, the fate of the 
more than 100 million Muslims in this country 
will be in grave danger. This is a risk India and 
the world cannot afford.” 

IDSAS Stobdan says things will improve in the 
next two weeks. “People (in Kashmir) don’t want 
to revisit the hardships of the 1990s.” True, no- 
body wants any more violence. But with an un- 
stable neighbour who is still capable of hitting 
India where it hurts, India will continue to feel 
the heat. “Nawaz Sharif will fan the flames fur- 
ther to discredit Asif Ali Zardari. Eventually, the 
army has to step in to bring stability and to enter 
into a dialogue with India,” says Sreenivasan. 
However, “in the long term, Pakistan will find it 
imperative to resolve it when friendship with 
India becomes the only option.” Till then, India 
will have to live with ups and downs. 





tk.vineeth @abp.in 
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A report 
shows a 
five-fold 
increase in 
Overseas 
investments 


Shores 


by Muthukumar K. 


TALK ABOUT PORTFOLIO DIVERSIFICATION. INDIANS 
are buying equities and properties overseas like 
never before. The latest outward remittance 
statistics released by Reserve Bank of India 
(RBI) shows a striking jump in investments 
outside India. When the RBI announced the 
scheme by which individuals could invest over- 
seas in 2004, there wasn't much interest. In- 
dian markets were providing superlative re- 
turns, far in excess of those in overseas markets. 
But all that seems to have changed. 

For instance, investment in overseas equity/ 
debt instruments grew six-fold in 2007-08 to 
$145 million compared with the previous year. 
Overall outbound investments by individuals 
totalled $441 million (a five-fold growth) in 
2007-08. The list includes buying properties, 
donations, education and travel. Though these 
figures are a small fraction of the equity portfo- 
lio ofthe country of over a trillion dollars, it is 
nonetheless a beginning. 

One reason could be the increased outward 
remittance limit for an individual: it is now 
$200,000 per year. So now Indians travel more, 
spend more on overseas education, and most of 
all, invest more. An earlier edition of BW (see 


FOREIGN GROWTH 


2007-08 ^ 2006-07 Growth 


v3 
Deposit 22 


Purchase of 
immovable property 365 


Investment in 
equity/debt 
Gift 
Donations 
Others** 
Total 


599 


850 
1500 
878 
505 





‘Invest Abroad’, 25 July 2008) had assessed the 
degree of ‘home bias’ and other reasons for the 
lack of interest, and had suggested that overseas 
investments offered some very good options. 
Some attractive options go beyond stocks. 

Indians are buying properties across the 
globe. But, says Anuj Puri, chairman and coun- 
try head of Jones Lang Lasalle Meghraj, “the US 
or the UK are doubtlessly closest to the hearts of 
most Indians hoping to buy property abroad”. 
However, when these are out of reach, Dubai is 
definitely among the most preferred realistic 
property investment destinations for Indians, 
he adds. Reports say developers from Dubai, 
Mauritius and Malaysia are concentrating their 
efforts on capturing the interest of Indians. 

At the same time, the kind of volatility Indian 
markets have seen recently is not good for in- 
vestors. The returns in overseas markets may be 
lower, but they are also less volatile. 


Who Do You Call? 

While one can invest abroad directly through a 
local broker — in foreign listed equities, for ex- 
ample — many prefer the indirect route. They 
choose to invest in funds or in specialised vehi- 
cles. A couple of portfolio managers BW spoke 
to say the extent of portfolio diversification in 
the indirect form could be even greater than it is 
now. It probably is, judging from the category of 
‘others’ in the RBI statistics — which includes 
education and travel — which accounted for 
$160 million. 

"Some ofthis could have gone to offshore cen- 
tres where fund managers who specialise in 
customised investment products and vehicles 
are located; says the head of wealth manage- 
ment in a financial services firm who did not 
wish to be named. Many global portfolio man- 
agers offer investment options, which are quasi 
equity or debt products. The 'others' category 
saw a significant jump (878 per cent) — the 
highest among all categories — over last year. 

Also, many global funds have launched in In- 
dia this year. Some have done very well: among 
them, HSBC Emerging Markets and Mirae As- 
set Global Commodity Stocks managed to beat 
the returns on the Bombay Stock Exchange 
Sensitive Index, or Sensex. However, others 
such as AIG World Gold, ING Latin America 
Equity and Tata Growing Economies Infrastru- 
cture have lagged in relative performance. Birla 
Sun Life International Equity, Franklin Asian 
Equity and Sundaram BNP Paribas Global Ad- 
vantage are some of the other better performers 
among global funds. So, maybe it is time you 
made that call to your broker in London. 
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Your car is not complete without world-class automotive components from Bosch. In fact, Bosch is 
the world's largest automotive components supplier - and the OE manufacturer of choice with almost 
all leading vehicle manufacturers in the world. Discerning motorists and workshop professionals in 
over 132 countries rely on Bosch's extensive range of high-quality products to get the best from their 
cars. Choose the best. Choose automotive products from Bosch. The advantage is yours. 


* Common Rail System + VE-EDC Pumps * Spark Plugs * Halogen Bulbs * Lubricants « Ignition Coils 
*Filters * Wiper Blades * Fuel Pumps * Brake Pads * Horns * Belts * Alternators * Batteries * Relays 
* Lambda Sensors * Starter Motors * Glow Plugs 





www.boschindia.com 





Bosch Limited (Formerly Motor Industries Co. Ltd.), Automotive Aftermarket, P.B. No. 3000, Hosur Road, Adugodi, Bangalore - 560 030. Ph.: (080) 
2299 9228. Fax: (080) 2299 9796. Sales Offices: Ahmedabad: Ph.: (079) 2642 0401. Fax: (079) 2642 0523. Bangalore: Ph.: (080) 2223 7056. Fax: (080) 
2222 5101. Chandigarh: Ph.: (0172) 279 2916. Fax: (0172) 279 0486. Chennai: Ph.: (044) 2815 5815. Fax: (044) 2815 6624. Ernakulam: Ph.: (0484) 280 5601. 
Fax: (0484) 280 5615. Gaziabad: Ph.: (011) 2334 8262. Fax: (011) 2334 8264. Guwahati: Ph.: (0361) 213 1647. Fax: (0361) 263 5706. Indore: Ph.: (0731) 
307 5819. Fax: (0731) 307 5899. Jaipur: Ph.: (0141) 238 7048. Fax: (0141) 238 7109. Kolkata: Ph.: (033) 2226 5360. Fax: (033) 2249 7482. Lucknow: Ph.: 
(0522) 320 8474. Fax: (0522) 320 8474. Mumbai: Ph.: (022) 2493 2071. Fax: (022) 2497 3924. Nagpur: Ph.: (0712) 268 1738. New Delhi: Ph.: (011) 
2334 8260. Fax: (011) 2334 8264. Panchkula: Ph.: (0172) 279 4200. Fax: (0172) 279 4200. Patna: Ph.: (0612) 222 1503. Fax: (0612) 223 9759. Raipur: Ph. 
(0771) 402 6333. Fax: (0771) 402 0989. Ranchi: Ph.: (0651) 325 4020. Secunderabad: Ph.: (040) 2799 0266. Fax: (040) 2799 0338. 
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STANDING FIRM: 

Sun Pharma’s Dilip 
Shanghvi says it is time 
for Taro’s promoters to 
live up to the contract 


A court 
ruling may 
pave the 
way for 
Sun’s Taro 
buy-out 


The Arm 


by Noemie Bisserbe 


UPHOLDING THE SANCTITY OF THE WRITTEN WORD, 
a Tel Aviv district court has asked the promoters 
of Israel’s Taro Pharmaceutical Industries to 
sell their 12 per cent stake to Sun Pharmaceuti- 
cal Industries’ chairman and managing director 
Dilip Shanghvi at $7.75 a share — as per the 
contract entered into by the two promoters in 
May 2007. The price represents a 26 per cent 
discount to Taro’s current price of $9.8 on the 
Pink Sheets electronic quotation system. 

This would allow Sun to finally gain control, 
giving it 65 per cent voting rights on Taro’s 
board of directors, and a 48 per cent stake in the 
company. While Taro may still file an appeal 
against the judgement, this ruling could push 
Taro on the back foot, and force it to return to 
the negotiating table. Earlier, despite the com- 
mitment to sell at $7.75, Taro promoters had 
gone to court seeking a ruling that would force 
Sun to make a ‘special’ tender offer. This would 
have meant the sale be approved by the majority 
of Taro shareholders, not just the promoters. 

Such a clause would have made the deal 
highly improbable. The court has rejected 
Taro’s contention, and has asked the Israeli 
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company to compensate Sun for the litigation 
costs it incurred. It ruled that it was “disingenu- 
ous" for Taros directors to claim now that a spe- 
cial tender offer was required, and charac- 
terised their conduct in challenging Sun 
Pharmass exercise of its contractual option as 
"grave". When contacted, Taro's spokesperson 
said the company had not made any official 
statement yet. Tuesday's ruling makes it “clear 
that the lawsuit by Taro's independent directors 
was part of a calculated effort by (chairman) 
Barry Levitt to avoid living up to his obligations 
under the option agreement. It is time for 
Levitt and his family to live up to the contract", 
said Shanghvi, in a communiqué. 

In May 2007, Sun had agreed to buy Taro for 
$454 million at $7.75 per share in a bid to in- 
crease its foothold in the US, the world's largest 
generic drug market, which accounts for 80 per 
cent of Taro's revenues. Along with the merger 
agreement, Sun had signed an option letter 
agreement in which Taro's promoters agreed to 
sell their stake for $7.75 per share, while the 
prevailing price was just $6.1 per share. At the 
time ofthe agreement, Sun injected $45 million 
in cash in Taro, preventing the Israeli firm from 
defaulting on loan payments and, possibly, from 
filing for bankruptcy. However, in June 2007, a 
section of Taro’s minority shareholders opposed 
the deal, insisting that the price offered was too 
low, bringing Suns plans to a standstill. 

Meanwhile, Taros financial position im- 
proved and its share price shot up. Last May, its 
promoters, who till then had been working 
with Sun, terminated the merger agreement 
and filed an action with a Tel Aviv court seeking 
a declaratory ruling that would force Sun to 
make a special tender offer to Taro's sharehold- 
ers — against a tender offer. Still, in June, Sun 
made a tender offer at $7.75 per share. 

With this ruling, Taro s promoters may now 
have to fulfil their commitment under the op- 
tion letter and sell their stake before the offer 
closes on 3 September. *But chances are that 
Taro will appeal the verdict, says a senior 
Mumbai-based analyst. “Taro is playing a polit- 
ical game, trying to fuel fears that Sun will shut 
down Taro's plant and cut jobs.” Sun vehe- 
mently denies these allegations. “Our plan is to 
use Taro's plant more effectively, as it is cur- 
rently underutilised, there is no question of 
shifting production to India, insists Sun's 
spokesperson. 

This verdict may now force Taros promoters 
to open negotiations again, and sell their stake, 
if not at $7.75, at a higher price at least. Justice 
delayed may not be justice denied, after all. 
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From Minsk, Warsaw, 
‘Timisoara, Kharkov, Kiev, 
Dubrovnik, Dnepropetrovsk, 
St. Petersburg, Rostov, 
Donetsk, Sofia, Ljubljana, 
Odessa and Moscow with love. 


Austrian Airlines is your best connection to 47 
destinations in the East — up to 600 times a week. 


Celebrating 50 years of Austrian Airlines and 10 years of flights to India. 


For more information & booking contact us in Delhi (011) 41510575/23350126, email: delse@austrian.com or in 
Mumbai (022) 22801281-4, email: bomrr@austrian.com. Visit our homepage www.austrian.com or your travel agent today! 
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Carry on 
China 


by nayan chanda 


THE SCORES ARE IN, AND CHINA HAS PROVED 
‘decoupling theory’ right. As far as hosting 
the Olympics is concerned, China is in a 
league of its own. China has produced a ravi- 
shing spectacle by going its own authoritar- 
ian way. It has spent a record $43 billion 
(Rs 1.85 lakh crore) to construct stunning 
stadia, concert halls, airports and subways. 
It has ordered two million cars off its roads, 
and shut down thousands of smoke-stack 
factories to bring Mediterranean blue skies 
over the capital. It has sequestered water 
from farmers in neighbouring provinces to 
nourish 40 million flower pots. It has ban- 
ished tens of thousands of migrant workers, 
who built the dazzling edifices, from Beijing. 
And Chinese athletes have crowned the suc- 
cess story with a record 51 gold medals. As 
China’s official news agency coyly claimed, 
the Games “witnessed the rise of Asia’. 





After a 
spectacular 
display of 
strength at 
the Olympics, 


Take footwear, for instance. Nine out of 10 
pairs of shoes sold in the US come from 
China. That may now be changing — not 
only because Americans are buying fewer 
shoes, but also because wage pressures in 
China are leading to rising prices for con- 
sumers. More than 1,000 shoe factories in 
Guangdong province were shut down in 
2007, with production moving to lower- 
wage countries. Similar pressures are build- 
ing on its high-flying textile sector, where the 
government recently tried to sustain some 
momentum by increasing export rebates. In 
the first few months after the subprime crisis 
hit the US, there was not much impact on 
China’s exports. But all of that is changing. 

To be sure, Chinese exports to the US are 
still growing, but at a much slower pace. 
Economists now estimate China’s annu- 
alised export growth in 2008 will slip to 
7 per cent, down from 21 per cent last year. 
From the double-digit growth of the past five 
years, China is expected to settle down toa 
lower — though still respectable — 8 per 
cent. In view of the anaemic growth 
prospects in the industrialised world, 
China’s sustained contributions to global 
growth will be welcome. The fact that, de- 
spite falling exports, Chinese imports have 
continued to grow at a healthy clip adds 


In the aftermath of this spectacular decou- can China do some weight to the decoupling theory that 
pling of China from the past practices in or- sees the rise of an economy independent of 
ganising the Olympics, one can ask if it can the same the US and the industrial West. 
do the same with the economy. Can China ig- with its But in this increasingly interdependent 
nore what has been happening to the world world, can China, or any country, for that 
economy — as the decoupling theory sug- economy? matter, be totally decoupled from the rest? 


gests — and move on with its blazing speed 

of growth? The answer so far is mixed. 

China’s exports have slowed, but even its lowered growth 
still packs a punch against the lacklustre performance of the 
industrialised nations. With over 20 per cent of its exports 
going to the US, and 54 per cent to high-income economies 
where joblessness is rising and consumer confidence falling, 
can China keep its growth engine humming along? Beijing 
will find the monopoly of political power which enabled 
hosting a spectacular Olympics will be far more constrained 
when the issue is running the economy. 

The Chinese government can allocate resources from its 
bulging coffers to build whatever structure it wants, but it 
cannot control foreign demand for its goods. With the eu- 
phoria of a successful Olympics behind them, as one foreign 
economist in Beijing in close touch with officials says, they 
are increasingly anxious that a fall-off in US demand will 
badly damage China’s vast export machine of textile, 
footwear and electronics. 


Given the size of its economy and popula- 

tion, China is certainly in a position to hew 
its own course and, in the process, pull the rest of the world 
along. To do so, China’s leaders have to be ready to loosen 
their grip on the economy, and allow its private companies 
and citizens greater breathing room. In addition to obvious 
recourses such as cutting interest rates, encouraging bank 
lending and promoting consumer spending, Beijing could 
loosen its control over the commanding heights of economy 
through state-owned enterprises (often a sinecure for chil- 
dren of senior party officials) and open up the banking, tele- 
com and energy sectors. If China were to take up this path of 
domestic expansion and boosted global growth, the world 
would cheer as the Chinese did at the Olympics: Jia you, 
China. Go China, Go! 





The author is director of publications at the Yale Center for 
the Study of Globalisation and Editor of YaleGlobal Online. 
boundtogether.bw@gmail.com 
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Spreading 


Their Wings 


Infosys’s 
acquisition 
of the Axon 

group has 
got mixed 
reviews 


by Dhanya Krishnakumar 


AFTER BEING HOUNDED BY THE MARKETS FOR THE 
past three years for sitting on $2 billion (Rs 
8,600 crore) of cash, Infosys Technologies has 
finally opened its treasure chest. It has acquired 
a 100 per cent stake, for $753 million (in Rs 
3,291 crore), in Axon Group, a UK-based com- 
pany that specialises in consultation and imple- 
mentation of SAP enterprise software and 
earned a net profit of $37.4 million last year on 
revenue of $378.3 million. This is by far the 
largest overseas acquisition by Indian IT com- 
pany, surpassing Wipro Technologies Rs 
2,400-crore acquisition of US-based InfoCross- 
ing last year. Nasdaq-listed Infosys expects to 
complete the deal, after necessary shareholder 
and regulatory approvals by November. 

While on one hand the acquisition will 
silence detractors who have criticised the 
company for sitting on hefty cash reserves, on 
the other, it will help Infosys bolster its consult- 
ing business, which has been struggling to 
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break even. The deal provides Infosys a 
ready access to the existing market of Axon in 
Europe by leveraging its current capabilities 
and brand presence in Europe. Also, Axon 
provides Infosys an edge when it comes to 
high-end consulting. Infosys can leverage its 
size and global presence along with Axon's 
consulting expertise to win big transforma- 
tional deals in the US, and Europe. "Our ration- 
ale was that with this acquisition, our 
global reach, scale and our ability to participate 
in large transformational deals would be 
significantly enhanced, says Infosys CEO 
Kris Gopalakrishnan. “The strategic combina- 
tion of our groups will accelerate the realisa- 
tion of our common aspiration — that of 
becoming the most respected provider of busi- 
ness transformational services in the global 
marketplace, he says.” 


But some market analysts feel that Infosys has 
overpaid for a company that is into specific IT 
consulting, especially at a time when outsourc- 
ing orders from Europe are hard to come by. 
According to a note released by Mumbai-based 
research firm Edelweiss, Infosys overpaid for 
the acquisition, considering that Axon derives 
20 per cent of its revenues from pure-play con- 
sulting and the rest from implementing SAP 
systems. 

“We believe that it will have to work hard at 
bringing up margins in Axon to Infosys’s aver- 
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_age and this may well take at least three-four 
years,’ says the note. Apurva Shah, IT analyst of 
Prabhudas Leeladhar agrees. “It would be chal- 
lenging for Infosys to extract synergies from the 
deal much in excess of the premium paid, given 
the tough operating macro environment and 
Axons dependence on SAP.” However, Infosys 
has publicly stated that projects of Axon won't 
overlap with its own. Despite this, several ana- 
lysts are of the opinion that the deal is expensive 
in the near term. 

But there are other analysts who predict a 
brighter outlook. According to research firm 
Forrester, the deal is neither too small to be in- 
consequential, nor mammoth enough to be im- 
possible to manage. Rajesh Jain, head of ICE, 
KPMG, says, “Compared to higher end peer val- 
uations, this is not over-priced.” Forrester be- 
lieves that the deal will not fall apart at least 
on the ground of high-leveraged and client- 
connected staff leaving. “While Infosys has no 
experience of managing such a large acquisition 
and integrating two diverse culture firms, given 
that the current Axon management is commit- 
ted to stay for a period over two years, there is a 
good possibility of reasonably smooth integra- 
tion,” says Sudin Apte, a senior analyst with For- 
rester Research. _ | 

KPMGs Jain also points out that, “Most (In- 
dian) companies have been eyeing acquisitions 
and Europe is an integral part of that strategy.” 
This is because the growth rate of MNCs this 
year (over last year’s) has been better than the 
Indian IT firms and consulting or business do- 
main experience and global footprint are the 
two major factors that are defining leadership. 
Indian firms are left with no choice but to take 
the acquisition route to growth. According to 
Tholons, a Bangalore-based IT firm, which ad- 
vises firms with more than $5 billion in rev- 
enues (Tier-1), smaller acquisitions have hardly 
made any impact in terms of capabilities or syn- 


Game of Power 


Estimated contribution of the Axon 
acquisition to Infosys’s financials 


FYOSE* —FYI0E 
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Revenues from Axon 
PAT 
Interest adj*’ 


Accretion to earnings 
Per share accretion 
Per share in (Rs) 

% EPS accretion 





Figures in $ million 
* Taken for five months of the year FYO9E starting December 2008 
** (Notional loss Q7 per cent p.a.) Source: Edelweiss Research 


ergies. A meaningful acquisition, according to 
them, needs to be in the $500 million to $2 bil- 
lion range. 


AQuestion Of Timing 

The timing ofthe acquisition is also attracting 
attention. "Why acquire Axon now?" asks Peter 
Schumacher, CEO of Value Leadership, a US- 
based IT consulting company. *With the world 
economy softening, the IT services sector in Eu- 
rope is expected to slow and valuations decline 
further. Did Infosys become impatient and pay 
too much?" A look at the size of outsourcing 
deals from European companies makes his 
question a valid one. This year not a single out- 
sourcing deal in the range of $100 million or 
upwards has gone to the country's top three IT 
majors, including Infosys. Majority of the deals 
have been in the $5million-10 million range, 
leading one to conclude that there are no big 
ticket deals at present in Europe. 

However, Indian IT majors who have 
traditionally been getting about 70 per cent of 
their revenues from US are slowly gaining 
foothold in Europe, albeit with small deals. 
"Given that over 60 per cent of Axon's revenues 
are derived from Europe, we expect Infosys's 
consolidated revenues from Europe to move 
from the current 28 per cent to 28.6 per cent 
and 30.4 per cent in FY 09 and FY 10, Says 
Shah of Prabhudas Leeladhar. 

Europe is an attractive growth market but one 
that Indian firms have found hard to break into. 
And the Infosys-Axon deal meets most of the 
strategic intent that Indian firms need to pursue. 
Says Avinash Vashishtha, CEO of Tholons, 
"Axon plugs a significant gap in Infosys' geogra- 
phy diversification and presence in a high- 
growth market.” Adds Forrester's Apte, “The 
deal brings, we estimate, over a hundred new 
clients and missing industry verticals such as 
public sector to Infosys's fold” He adds that de- 
spite Axon's substantial employee base in Eu- 
rope, it is Infosys that is better equipped to ad- 
dress the much-wanted European client 
demand of a “combination of local Europe pres- 
ence and offshore scale”. According to Manoj 
Mohta, Head of Crisil Research, “When an In- 
dian Tier-1 player makes an acquisition in the 
European market, which in turn leads to part of 
the work being offshored to India, it can lead to a 
4-6 per cent improvement in margins through 
that acquisition over 3-4 years” If Infosys could 
capitalise on this, its margins — which are al- 
ready better than most domestic IT majors, 
should see an uptick. 


BAGS LENE A SEERA a RE TATE RA op SERE A Pa 
With Inputs from Venkatesh G. in Mumbai 
dhanya.krishnakumar@abp.in 
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HAPPY HOUR: 

(From left) Infosys 
Technologies Chief 
Operating Officer S.D. 
Shibulal, Chairman N.R. 
Narayana Murthy and 
Chief Executive Officer 
Kris Gopalakrishnan 
after announcing the 
Axon acquisition 
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by Feroz Ahmed 


Inspired by the medals 
haul at the Beijing 
Olympics, India Inc. is 
beginning to bankroll 
sporting excellence 






HERE is hope and a lesson for India 
™ in China's dominance of the just- 
$9 concluded Beijing Olympics. China, 
b^ like India, also won its first individ- 
rig ual gold medal in shooting. But 
when Xu Haifeng won gold in the free pistol 
shooting event 24 years ago at the 1984 Los An- 
geles Games, China did not go mad celebrating. 
It just set its sights higher, much higher. In fact, 
in 2001, when China won the right to host the 
2008 Olympics, it declared its intention to win 
119 medals. 

Having been hyphenated with China on the 
economic front, 1.1 billion Indians are now ask- 
ing: can we also produce world champions on 
such a scale? 

Clearly, China’s booming economy played a 
huge role in allowing the country to win the 
crown of the world’s sporting superpower from 
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the US by winning 51 golds to the latter's 36. 
The country's all-powerful government has 
been pumping money into sports without re- 
straint. China's Sports Bureau spent $3 billion 
in preparation for the 2004 Athens Olympics, 
and won 32 gold medals for that — about $100 
million for each gold medal, according to some 
estimates. The 51 golds at Beijing have cost the 
country much more than that as it tried to ex- 
pand its domination to nearly every sport. 

With India facing the prospect of being em- 
barrassed by a lack of medals at the 2010 Com- 
monwealth Games to be held in Delhi, the In- 
dian government, too, has decided to loosen its 
purse strings for sports. Compared to Rs 6.75 
crore sanctioned for the preparation of the 57 
athletes who qualified for the Beijing Olympics, 
the government has sanctioned Rs 678 crore for 
the training of athletes selected for represent- 
ing the country at the Delhi Games. 

Sportspersons themselves have also started 
thinking big as the single gold and two bronzes 
India won in Beijing have instilled a new confi- 
dence in the country's sporting fraternity. But 
most importantly, India's corporate sector is 
also waking up to the value of investing in 
sports, and an increasing numbers of compa- 
nies are signing large cheques to fund pro- 





* Corporate India is 
spending big bucks 
on turning Indian 
sportsmen and women 
into world champions 


@ The government and 
business need to 
expand India's talent 
pool by building world- 
class sporting infra- 
structure and coaching 
in schools and colleges 
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grammes aimed at producing world-beaters in 
many sports. Emboldened by all this, a new re- 
frain is circulating in sporting circles: “Three in 
Beijing, 30 in London” 


Funding Cham 

The growing involvement of India Inc. in sports 
is seen by many as the key to keeping the tri- 
colour flying at medal podiums. “Corporates 
can play a big role in making sports in India run 
more professionally, and really nurture sports- 
men from the ground up,” says India's maiden 
gold winner Abhinav Bindra. 

He credits the Rs 45-crore Mittal Champions 
Trust (MCT), which was started by NRI steel ty- 
coon L.N. Mittal in 2005, with giving him the 
world’s best mental and physical trainers before 
the Beijing Olympics. With Bindra's win, MCT’s 
appetite has multiplied and the trust will now 

focus on four-five 
sports, allocating on 
average Rs 45 crore to 
each in the build-up 
to 2012, says Manisha 
Malhotra, MCT’s 
chief administrator. 
Another Olympic 
and globally popular 
sport, tennis, is also 
ya. getting a fillip from 

s š Apollo Tyres. The 
- company is spending 
u Rs 100 crore on 


} 


London - Beijing -Lonaon 


Apollo Tyre Mission 2018, a tennis develop- 
ment programme in Bangalore, with the aim of 
producing an Indian Grand Slam singles cham- 
pion by 2018. With tennis superstars increas- 
ingly prioritising the Olympics, the company 
has now extended its ambition to include an 
Olympic gold. *Realistically, how many of us in 
this cricket-crazy nation had heard of shooting 
and Abhinav Bindra?" says Apollo's joint man- 
aging director and chief operating officer 
Neeraj Kanwar, who has championed the proj- 
ect to give the company's brand a global recog- 
nition. *But what joy he has brought us with his 
gold! Our boxers have made us proud. We all 
need people to look up to.” 

Apollo has engaged tennis star Mahesh Bhu- 
pathi’s firm, Globosport, to execute its mission. 
Globosport has selected 15 children between 
the ages of 5 years and 15 years after trials in 
Delhi, Mumbai, Kolkata and Bangalore to start 
with. Later this year, it will conduct trials in 
Ahmedabad, Chandigarh, Chennai and Hyder- 
abad to select more talented children for the 
academy. The children will be housed, educated 
and trained at the academy. 

It is not just the Olympics that corporate In- 
dia is eyeing. Telecom titan Sunil Mittal's Bharti 
Group has committed Rs 100 crore towards 
building a team of world-class footballers in 
time for the 2018 Fifa World Cup in Brazil 
That's not a small goal. India's football team dic 
not qualify for the Olympics, and is currentl: 
ranked 153 in the world. But the challenge onl; 
motivates the company, says Hemant Sachde 
Bharti's group director of corporate marketing 
*Seeing the Indian flag go up and the nationa 
anthem playing in Beijing was a great emo 
tional high," says Sachdev. "Imagine what i 
would be like to have India's football team turn 
ing out on the pitch to take on Brazil in the 201 
World Cup.’ 

Bharti is in the process of acquiring abou 
300 acres in Goa to build the academy where | 
will have six football pitches, and facilities fo 
education, medical care and physical conditior 
ing. “Each year, the system will retain taler 
with required mental toughness and eject thos 
who miss luxuries,” says Sachdev. 

Other companies, too, have been doing the 
bit to build sporting champions in India, albe 
on a smaller scale. Tata Steel operates acad: 
mies for football, archery and athletics ; 
Jamshedpur. JK Tyres has nurtured racing ta 
ent in India for a decade now. Samir Thapai 
JCT has owned a football club since 1971, ar 
runs academies for football and athletics ` 
Phagwara and Hoshiarpur in Punjab. 

The UB Group and Mahindra & Mahind 
are also among many companies that own a1 
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support football clubs. 

Anupam Yog, CEO of Mirabilis Advisory, a 
project consultant to the 2012 London 
Olympics, agrees that incentives would help In- 
dia get the scale of investment it needs to radi- 
cally alter Indian sport. “If Indian companies 
apply the same yardstick of scale to sports that 
they apply to their business, India’s medal count 
will reach another level,” Yog says. 


Finding Champions 

Sports minister M.S. Gill, whose once sleepy of- 
fice is now inundated with visitors, is enthused 
about the role India Inc. can play in revolution- 
ising sports in India. “It is no use Forbes telling 
us who is the richest and who has the biggest 
house, and us taking pride in that... It does not 
hurt the big boys, such as the Tatas and the Am- 
banis, to spend Rs 50 core a year (on producing 
India's sporting world champions)" he says (see 
The Official Player, on page 34). 

But is the government trying to sidestep its 
own responsibilities by placing them at corpo- 
rate India's feet? The primary onus of bringing 
sporting glory to the nation should still rest 
with the government, says former Olympian 
swimmer Hakimuddin S. Habibulla, who now 
heads the sports talent management firm 
GoSports. "The government has the mandate, 
the land, the money and the power to set in mo- 
tion the forces that will yield gold medals for In- 
dia,” Habibulla says. 

While finding the money to fund future 
sporting champions may no longer be the ob- 
stacle that it used to be, finding potential cham- 
pions still remains a challenge. The nation has 
repeatedly found consolation in the statement: 
There is no dearth of sporting talent in India. It 
is the inept and corrupt sporting system that 
prevents Indians from achieving sporting glory. 

The shrinking playing spaces for children, 
and lack of priority for sports at schools and col- 

leges is not helping either. Companies could be 
incentivised to preserve and build playing areas 
for local communities and schools through a 
combination oftax breaks and branding oppor- 
tunities. "The government should make corpo- 
rate spending on sports tax-deductible,” says 
Sanjeeva Singh, head of sports at Tata Steel, and 
1 Dronacharya Award-winning former 
Olympian archer. 

One way to do this would be for both the gov- 
?rnment and India Inc. to intervene in and 
umend the country’s sports-averse education 
lystem — something that has stymied the nur- 
uring of sporting champions far too long. 

American universities give high priority to pro- 
lucing champions as that helps them market 
hemselves to students, and rich alumni and 
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other philanthropists,” says Habibulla. In India, 
the IITs and IIMs are in a position to emulate 
the American universities, he says. 

Students themselves are not drawn to sports. 
The lack of earning opportunities and the fear of 
career-threatening injuries ensure that students 
concentrate exclusively on safer career options 
such as management and engineering. Boxer 
Akhil Kumar, who reached quarterfinals at Bei- 
jing, almost did not make it to the Olympics be- 
cause of wrist injuries. Kumar was rescued by 
MCT, which paid for his two wrist surgeries. 

Olympic sports also suffer from lack of televi- 
sion exposure. “It will be hard for Abhinav 
Bindra, Vijender Kumar and Sushil Kumar to 
hold people’s attention for long because their 
sports just do not have enough televised events 
for people see them in action frequently,” says 
Habibulla. The fundamental principle of visi- 
bility — what is seen is what sells — works 
against most Olympic sports not only in India 
but world over. And there is no visible solution 
to the problem. 


Champions 

Funding of top-level professional facilities by 
groups such as Bharti and Tatas are important 
but meaningless unless there is also a chain of 
facilities below them. Sports, like business, have 
a value chain, and the lower end of this is totally 
neglected in India. Sporting spaces in cities and 
towns are rapidly disappearing under the 
weight of unplanned urbanisation. That's why, 
unlike in the US or Australia, most Indian 
sportspersons come from the country’s impov- 
erished hinterlands, where open spaces and 
outdoor activities are still commonplace. 

As seen most recently in the case of the 
Indian Premier League — which had the 
world’s best cricket talent flocking to India — 
the lure of money and fame is the best bet for 
bringing sporting talent out of the closet. Today, 
there are cricket coaching centres all across the 
country, and live telecast of global sports has led 
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to the popularisation of tennis and football 
coaching programmes. 

Unfortunately, hockey infrastructure contin- 
ues to be scarce. There are solutions, but they 
are being ignored. “Why doesn't the govern- 
ment or companies install small astroturfs that 
cost only a quarter of what a full hockey pitch 
costs?" asks Jagbir Singh, former captain of In- 
dia's national hockey team. This, he believes, 
will help children learn basic playing skills from 
anearlyage. . 


The Elephant Awakens 

The Rs 678-crore grant for ensuring that India 
shines at the 2010 Commonwealth Games 
marks the stirring of the elephant that India is. 
The new-found money will go not only towards 
upgrading training facilities, but also on organ- 
ising international support staff for athletes, in- 
cluding coaches, sports psychologists, doctors 
and physiotherapists. "The politician is very 
smart. He realises that funding winners will get 
him a good name; Gill says. 

The recent successes at Beijing could even re- 
form our various sports federations, long con- 
sidered to be the bane of Indian sports. "In 
much of the world, sports administration is 80 
per cent about work and 20 per cent about cor- 
ruption. In India, it has been the opposite, rues 
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Singh of Tata Steel. But the changing public 
mood and additional government funding are 
making federations think differently too. "With 
money available from the government, we are 
now upgrading the training facilities for the 
wrestlers,” says G.S. Mander, president of the 
Wrestling Federation of India. With air-condi- 
tioned practice halls, and assortment of physi- 
cal and mental coaches, he expects Indiam 
wrestlers to win several medals at the Common: 
wealth Games and also the 2012 Olympics. 

The 2010 Commonwealth Games could alsc 
serve as a catalyst for improving the country’s 
sporting infrastructure, and fire up a culture o 
sporting excellence in the country. Afte: 
all, China too began its run of supreme Olympi« 
performances at the 2000 Sydney Olympics 
when the country decided to bid for hosting th« 
2008 Games. Its gold tally at Sydney nearl* 
doubled to 28 from 16 at the 1996 Atlanta 
Olympics. 

The country’s hunger for sporting glory ha 
clearly been stoked. And the smart ones amonj 
the country's politicians and big businesse 
would not like to miss this opportunity to ac 
quire the mantle of the nation's hero. The hum 
for the future champions has begun. 
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. Ranjit 
Shahani, VC and MD, 
Novartis India says the 
company has not 
violated any law 


Reliance 
MF has 
questioned 
Novartis on 
cash man- 
agement 


Dissent 


by Gauri Kamath 





TO HAVE MORE MONEY THAN YOU KNOW WHAT TO 
do with is like a dream come true. But for Mum- 
bai-based drug maker Novartis India, it is prov- 
ing to be more of a thorn in the side. The coun- 
try’s largest mutual fund has questioned the 
Indian subsidiary of Swiss pharmaceutical 
multinational Novartis AG on its management 
of nearly Rs 400 crore of surplus cash. 
Reliance Mutual Fund (MF), which holds 
nearly 5 per cent in Novartis India, wants to 
know why the drug maker has advanced cash to 
group companies through inter-corporate 
deposits, or ICDs. These companies — Sandoz 
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India and Novartis Healthcare — are wholly- 
owned by the $40-billion Novartis AG. On 31 
March 2008, Novartis, listed only on the Bom- 
bay Stock Exchange (BSE), had Rs 340 crore 
parked in such ICDs, up from Rs 280 crore in 
the previous financial year. 

Reliance MF wants Novartis to invest this 
cash in more high-yield instruments, such as 
mutual funds, or better still, return it to share- 
holders. *The money does not seem to be needed 
in the business,” says Sunil Singhania, executive 
vice-president, equity, at Mumbai's Reliance 
Capital Asset Management which administers 
the mutual fund. “Shareholders expect that 
when you have so much cash you either give high 
dividends or buy back your own shares.” 

This appears to be a routine dispute that will 
eventually fizzle out. “Any shareholder can raise 
any (type of) question, says Jayant Thakur, a 
Mumbai-based chartered accountant specialis- 
ing in securities law. “It is the prerogative of the 
company to choose to answer it." 

But Novartis is not the only company whose 
practices Reliance MF has questioned. 


On 2 August, Reliance MF and a number of 
other minority shareholders tried to defeat a 
de-merger proposal of Chennai-based pub- 
lisher Macmillan India, also BSE-listed, at an 
extraordinary general meeting of shareholders. 
Macmillan wants to de-merge a portion of its 
business — book publishing — into an unlisted 
entity. The other part of Macmillan business — 
IT solutions in the main — will be merged with 
two wholly owned subsidiaries that are also in 
the publishing technology business. 

Shareholders will be offered one share in the 
unlisted company — Macmillan Publishing In- 
dia (MPIL) — for every share they own in 
Macmillan India, which will remain listed. 
Shareholders could stay invested in MPIL or 
sell out to the promoters. 

But minority shareholders oppose the 
scheme. They believe that by not listing MPIL, 
Macmillan gives them illiquid stock virtually 
forcing them to exit in favour of Macmillan’s 
promoters, the German Holtzbrinck group. 

They also allege that the price at which the 
group has offered to buy them out in MPIL un- 
dervalues the publishing business, and find 
fault with the valuation report prepared by au- 
ditor PricwaterhouseCoopers. 

While the proposed MPIL' stock price has 
been valued at Rs 69 ashare, some shareholders 
believe it is worth thrice as much. “This is day- 
light robbery,’ says one Mumbai-based share- 
holder who did not want to be identified anc 
has Reliance MF support. “We want either the 
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de-merged company to be listed or 
an enhanced value for our stock.” 

He names Citigroup Global Mar- 
kets as the other institutional investor 
opposed to the scheme but adds that 
"their proxy failed to reach on time". A 
Citigroup spokesperson in Mumbai 
says he is aware of the issue but can- 
not comment on it. A BW e-mail to 
Macmillan India managing director 
Rajiv Beri went unanswered. 


Shareholder Activism 

Historically, minority shareholders in 
India have almost always bowed to 
the will of the majority. The relation- 
ship between minority shareholders 
and owners was often 'personal rela- 
tionship contracting’ rather than 
‘market-based and hands-off’, says 
Jayati Sarkar, associate professor at 
Mumbai's Indira Gandhi Institute of 
Development Research and co- 
author of a 2005 paper on corporate 
governance. And domestic compa- 
nies were controlled by business fam- 
ilies; institutional shareholders voted 
with management and the rest were 
dispersed too widely. There was also 
the issue ofthe cost of opposition. 

But the situation appears to be ripe 
for change. The clout of private fi- 
nancial institutions is growing. The 
cost of organising opposition has re- 
duced, thanks to technology. India 
has also passed laws on takeovers to 
delisting that seek to protect minor- 
ity interests. "The potential for 
shareholder activism is now fairly 
high; says Sarkar though she says, 
there's still time before India sees 
versions of western poster-boys of 
activism, such as Calpers ofthe US. 

It is still unclear how these two cases will pan 
out. Reliance MF et al were unable to vote out 
the Macmillan resolution; Holtzbrinck holds 
roughly 70 per cent of the company. Sharehold- 
ers have now written to the Securities and Ex- 
change Board of India (Sebi). 

The Macmillan shareholder believes that 
Sebi can investigate the issue as a ‘backdoor 
delisting’ of shares without complying with Sebi 
norms, or a case of unfair treatment to minority 
shareholders. They can also oppose it before the 
Madras High Court. 

Novartis’ case is a lot less straightforward. 
Rajesh Vora, an analyst at ICICI Securities, says 
three key checks have to be performed. The first 
is to figure out the interest rate at which Novar- 


(Rs Cr) 


tis lends to its group companies. The second is 
the quantum of lending and whether it has been 
going up in relation to the cash on the books. 
Thirdly, whether there are any inter-group 
activities that arouse suspicion. 

Vora says he finds it hard to believe that No- 
vartis has violated any norms. All pharma 
MNCs in India are hard put to deploy cash from 
operations into new business activities. Manu- 
facturing is either outsourced or consolidated 
in a few global locations, and buying local 
brands or businesses that don’t violate stringent 
group policies on intellectual property is tough. 

At the same time, group investment policies 
emphasise safety over returns and surplus funds 
are known to be parked even in low-yielding, 
government-backed securities. “Reliance has 
the right to raise the question,” says one former 
company secretary at a pharma MNC. “But it 
must also understand that pharma MNCs are in 
this peculiar situation.” 

In a written reply to BW, the Novartis 
spokesperson says, “The group investment pol- 
icy follows the basic norms of safety, liquidity 
and returns, in that order.” And Novartis AG, 
which owns the group companies, she says, “en- 
joys a high credit rating globally”. She claims 
that interest rates on advances to group compa- 
nies are market-related and do not violate any 
laws. Besides, she adds, Novartis has made sure 
that its funds are available on call if a business 
need arises. Novartis has “clarified all issues 
raised”, she says. But peer comparisons suggest 
that Novartis stands out. Novartis has loaned 
88 per cent of its net cash to related parties, far 
more than GSK Pharma (nil), Aventis (14.7 per 
cent), Pfizer (12.6 per cent) and Wyeth (4.1 per 
cent), says a 27 August CLSA note. 

Reliance MF has shared its questions with 
other institutional shareholders including the 
Life Insurance Corporation (LIC), which owns 
nearly 6 per cent of Novartis. But the matter is 
not grave enough to reach court. “Perhaps, as the 
media writes about it, Reliance MF hopes the 
management will be embarrassed into changing 
their stance,” says Thakur. He, however, ac- 
knowledges that he has no specific knowledge of 
this case. But Novartis could argue that Reliance 
MF simply wants to make good on money it 
stands to lose on the stock. ICICI’s Vora refers to 
this as the ‘sour grapes’ theory. 

Both cases are worth tracking and not just 
because they test the system. It will also become 
evident whether investors who raise questions 
are willing to stay the course or given to bolt at 
the first sign of defeat or adverse consequences. 


With inputs from Rajesh Gajra 
gauri.kamath@abp.in 
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GURBIR SINGH WITH TEAM BW 


EXECUTIVE SUMMARY 


® Flawed land acquisition 
policies are holding key 
projects hostage. 





€ The cost of this is 
leading to a new debate 
on the principles of land 
acquisition. 


A BUSINESSMAN HAS A GREAT IDEA. 
A government bungles acqu- 
iring the land it promised him at 
subsidised prices, and the oppo- 
sition uses provocative politics 
to doom the project. Tata Mo- 
tors' Nano plant at Singur in 
West Bengal currently exempli- 
fies such problems. But similar 
situations are unfolding across 
the country every day. 

The Pohang Steel Company's 
bid to build a Rs 51,000-crore 
steel plant at Jagatsinghpur in 
Orissa has been stalled after 
bitter local protests against the 
acquisition of 3,566 acres of 
forestland for the project. In 
July, Dow Chemicals' R&D cen- 
tre in Chakan, near Pune, was torched by vil- 
lagers angered by the fact that the company had 
been given 10 acres of land for the facility. 

The consequent emotional and economic 
mayhem is unsettling India's industrialisation, 
and forcing the nation to rethink its develop- 
ment agenda. While the struggle to formulate 


fair and sensible land acquisition policies is nat- 


ural in a maturing democracy, for 61 years gov- 
ernments, India Inc., and public opinion have 
ignored the issue. Mostly, this has been because 
those affected by land acquisition were usually 
tribals or residents of distant, dusty villages. 
Now the Singur episode, which is holding the 
introduction of the much-admired Nano to 
ransom, could turn into a lightning rod for 
change. “We have to learn from Singur,” says 
Confederation of Indian Industry's (CII) Direc- 
tor-General Chandrajit Banerjee. *Industry has 
to come up with the right compensation. Land 
policies have to be clear and laid down before- 
hand to avoid a mess later.” 





ESOS and acquisition 
The Great Indian 


1 


Indian companies 

are paying the price 
of the government's poor 
land acquisition 
and management 





Principles of Profit 
The corporate world has generally come out 
strongly in support of Tata Motors. Even Re- 
liance Industries Chairman Mukesh Ambani, 
previously considered a rival of Ratan Tata's, has 
issued a strongly-worded statement in support 
ofthe Nano project. But India Inc. needs to in- 
trospect on a vital question: why are the champi- 
ons of free market principles consistently de- 
manding free or subsidised land for projects? 
"Taking away land from farmers and tribals is 
easy, since it is asummary process conducted by 
the district collector, says Simpreet Singh, 
spokesperson for the Medha Patkar-led Na- 
tional Alliance of Peoples Movements. *Land 
acquisition is cheap. That's why the Maharash- 
tra Industrial Development Corporation has 
acquired 85,000 acres in the state. But of this, 
13,000 acres is lying as wasteland” 

Since subsidies distort free markets, industri- 
alists demand for free or subsidised land defies 
logic and economics. Yet, almost every major 
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project coming up in India sits on discounted 
land. Industry leaders defend this by pointing 
out that the market price for land in India is so 
far above global levels that projects would be 
rendered unviable if not given subsidies. 
Twisted land management policies and corrup- 
tion has meant that both urban and agricultural 
land prices in India are 2-5 times those in most 
developing countries, such as Malaysia. 

Still, the legal basis of acquiring agricultural 
land for industrial use is tenuous. The 1984 
amendment to the Land Acquisition Act of 


STOPPED IN THEIR TRACKS 


PROJECTS AFFECTED 
DuPont Nylon plant in Kerim, Goa — 


Monsanto R&D centre in Bangalore 


1894 specifies in Chapter 7 that farmland can- 
not be acquired for corporate projects. It also 
states that companies benefiting from land ac- 
quisition must negotiate the land’s price di- 
rectly with land owners. This didn't happen in 
Singur, says the Paschim Banga Khet Mazdoor 
Parishad (PBKMP), an association of farmers, 
which is challenging the issue in the Supreme 
Court. “The land acquisition was directly for the 
Tatas, says Colin Gonsalves, legal counsel for 
the PBKMP. However, the West Bengal govern- 
ment says the acquisition was of a general na- 


REASON FOR HOLD-UP 


Local resistance in 1995 against possible groundwater pollution 


Farmers torch many seed farms and an R&D facility to stop its 


‘terminator’ seed programmes 


005 | Posco steel plant in Orissa | 


SEZs in Goa 
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Construction of steel plant held up by tribals opposing acquisi- 
| tion of forest land 


Local resistance against land acquisition for 15 SEZs 


Tribals oppose land acquisition for the 12-MT steel plant 
Villagers stop construction, torch offices, equipment 
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TRAPPED BY 
POLITICS: Solutions 
to the land dispute in 
Singur — where 
Ratan Tata has 
invested Rs 1,500 
crore for the Nano 
project — exist but 
are being ignored by 
political leaders 





STATUS 
Relocated to Chennai 


R&D centre relocated 


Rs 41,000 crore project 


i on hold 


3 approved SEZs denotified 
Survey work held up 


Rs 400-crore project on 
hold since January 
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SEEING RED: While 
Trinamool Congress 
leader Mamata 
Banerjee (left) has 
been vehemently 
opposing the Nano 
project, tribals in 
Orissa have taken up 
the cudgels against 
the Posco steel plant 
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ture,and the allotment to Tata Motors was con- 
cluded later. 

The truth of this is difficult to ascertain as 
land deals between governments and compa- 
nies are often kept secret. No national figures 
exist for the total amount ofland governments 
have given the private sector. BW's own internal 
estimate, based on a rough analysis of pub- 
lished reports, suggests that between Rs 
2,00,000 crore and Rs 4,00,000 crore ($50 
billion-100 billion) worth of land has been 
handed out by government to various projects. 
In the Singur case too, the West Bengal 
government has kept the terms of its deal with 
Tata Motors secret, though it has been forced to 
divulge some key details. The government has 
paid Rs 140 crore in compensation to Singur's 
farmers for 997 acres of land, and Tata Motors 
will pay just Rs 20 crore for this property over 
five years. Stamp duty on the transaction will be 
waived, and water will be supplied free to the 
project. 

Indeed, the thirst for projects, both because 
of the jobs and kickbacks they generate, is what 
drives state governments to outdo each other in 
handing out land gifts. The impact is signifi- 
cant. Since 2003 West Bengal’s agricultural 
land has reduced by 120,000 acres, and land- 
lessness had increased sharply by 2.5 million to 
touch 7.4 million. Aggressive land acquisition 
for industrialisation has exacerbated the prob- 
lem. But on the other hand, India needs to cre- 
ate 10-12 million jobs a year, and this is not pos- 
sible without rapid industrialisation. 


The Land Acquisition Act 

Contrary to most democracies, the right to 
property is not a fundamental right in India. 
This means governments can invoke the con- 
cept of eminent domain (the power to overrule 
individuals’ property rights) with greater ease. 
At the core of the debate is India’s colonial-era 
legislation — the Land Acquisition Act of 1894. 
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It can take away a person’s property through a 
summary process. Under the Act, any public 
body can acquire private land through the dis- 
trict collector. He or she can unilaterally decide 
the compensation to be paid, and can overrule 
any protest from the original land owners. 

Social activists decry this arbitrariness. But 
others believe India needs flexibility in land ac- 
quisition to accommodate the huge infrastruc- 
ture projects the country needs. They often 
point to China, where the government owns all 
the land and can revoke citizens’ rights with a 
stroke of the pen, in defence of their views. 
What these distant observers of China fail to see 
is that such heavy-handedness is backfiring 
even in this authoritarian state. About 70,000 
vociferous land protests were recorded in China 
last year alone. In response, the Chinese Com- 
munist Party inserted the right to property into 
the Chinese constitution two years ago, a 
pointed gesture to show it understood growth 
would not be sustainable without an increase in 
peoples’ rights. 


The Wrong Approach 


The defining factor in land acquisition is the 

manner in which governments use the brute 

power at their disposal to force decisions in 

their favour, regardless of the consequences. 

This is what Communist Party of India (Marx- 

ist), or CPM, did in Nandigram, and later, to a 
lesser extent, in Singur. Privately, Tata execu- 

tives say they were troubled by the CPM's hard- 

nosed tactics. But what irks the farmers oppos~ 
ing of the Nano factory is that their verdant 
paddy fields, to which many feel deep cultural, 

historic, and even religious connections, are be- 
ing used for industrialisation. In response, 

CPM officials say their state has only agricul- 

tural land and that urbanisation demands that 

agricultural areas around cities convert to 

industrial use. 

The more complex problem is that when land 
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NOT JUST IN INDIA: 
Even in authoritarian 
China, there were 
70,000 land protests 
recorded last year 


is acquired from farmers, it is at a price in line 
with prevailing value, if not lower. Once the 
project kicks off, the price of land in the area 
shoots up and the original sellers or displaced 
people feel resentful and cheated over the lower 
price they were paid. In Singur, farmers were 
finally paid Rs 8.5 lakh for every acre of single- 
crop land, and Rs 12 lakh for double-cropped 
land — not abad amount on the face of it, as the 
market price for of the land was pretty much the 
same. But today industrial plots in Singur are 
selling for up to Rs 40 lakh an acre. Solutions to 
this exist, such as giving the original landowners 
equity in the project built on their land and have 
been employed with great success. For example, 
less than a decade ago on the outskirts of Pune, 
120 farmers of the Magar community pooled 
their land resources and launched a 400-acre 
realty project. The Magarpatta Township Com- 
pany today is a booming housing and IT hub and 
each of the farmers continues to hold a stake in 
the project. But sadly such cases are rare. 


The Wrong Politics 
While any large project can throw up 
contentious problems, these can usually be 
resolved at the negotiating table. But in West 
Bengal, the CPM has been "arrogant" and hard- 
nosed, the Trinamool Congress says, because 
the party is desperate to prove the success of its 
new, business-friendly industrial policy. The 
Nano factory was the showcase of the ‘new Left’, 
and perhaps the party became “over enthusias- 
tic” in implementing the project. “Everything 
was done in a hurry," West Bengal's Industry 
Minister Nirupam Bose, admits. 

Now Banerjee smells blood, and is hinging 
her election hopes on the Singur agitation. Tata 





BLOOMBERG 


Motors' Chairman Ratan Tata's announcement 
last week that he would pull out of Singur if the 
turmoil there didn’t end hasn’t cooled the 
CPM ss or Trinamool’s rhetoric. The CPM insists 
the first Nano will roll out of Singur, and Baner- 
jee insists the land taken forcibly from farmers 
be returned. This would sink the project, as the 
parcels of forcibly taken land are not contiguous 
but dotted all across the 1,000 acres. 

Meanwhile, half a dozen states have begun 
offering Tata Motors alternative sites. But this 
isn't moderating views in either the CPM or 
Trinamool, underlining how the losers in the 
Singur agitation will be the people of West Ben- 
gal. If the state’s new industrial policy sinks in 
the wake of the Singur fiasco, it seems destined 
to remain one of India’s poorest regions. 


The Right Steps 


The same sort of political gamesmanship and 
violence are subverting people's futures across 
the country. Land acquisition is clearly one of 
the most pressing issues as SEZs, power plants, 
highways, airports, factories, dams and housing 
projects find their way blocked by India’s ar- 
chaic land laws and the agitations they spark. 

A key solution would be to overhaul the Land 
Acquisition Act, which is horribly out of syne 
with the country’s modern needs. The compen- 
sation for acquired land needs to be agreed 
through negotiation, and that is the spirit 
behind the 73rd Constitutional Amendment 
that requires local self-governing bodies to be 
involved in the process. Similarly, compensa- 
tion must be speedy if it is to be considered fair. 

Also, land titles and the systems to manage 
these are in a shambles across the country and 
need to be modernised. In Singur, many farm- 
ers could not get compensation because they 
did not have titles to the land they were tilling. 

But possibly, the best solution is to make 
those losing their land stakeholders in the 
development projects. Equity for the land- 
owners in the project they are losing their land 
to will give them a long-term economic alterna- 
tive and blunt criticism that they are being 
“ousted”. West Bengal’s other showpiece proj- 
ect, the Rs 35,000-crore JSW Steel plant com- 
ing up at West Medinipur, has just announced a 
land-for-shares package that is worthy of 
national emulation. 

While there is no doubt India’s metamorpho- 
sis into an industrial power will require flexible 
land acquisition policies, if these fail to carry 
the affected people along the road to progress, 
the nation can be rest assured of more Nandi- 
grams and Singurs. 


gurbir.singh@abp.in 


8 SEPTEMBER 2008 44 BUSINESSWORLD 


Citius. Altius. Fortius. 


The Sakaal Media Group is Maharashtra's most successful and wide reaching media conglomerate 
For over 75 years now, we have been at the vanguard of social, economic, educational and intellectual 
reform in Maharashtra. And now we are poised to grow beyond. 
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The Sakaal Media Group - Inspired by the true Olympic spirit. Committed to moving forever Swifter, 
Higher and growing Stronger. Not only for our own sake, but for the sake of the untold millions whos: 
hearts we touch, whose opinions we form, whose lives we transform - in India and across the world 
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The Nano 
Pizza 


by Shalini S. Sharma 





BURGERS ARE PASSE AND CHOWMEIN is so yester- 
day. Pizzas are the new flavour of today. After 
the Americo-German and Chinese onslaught, it 
is the turn of Italian food, especially pizzas, to 
conquer the Indian palate. Outlets selling these 
flat, roti-like stuff are no longer confined to the 
hip metros and A segment towns and have 
cropped up in unlikeliest of places like Patiala, 
Panipat, Baroda and Jammu. And, as the ac- 
ceptability of the product spreads, food chains 
are devising newer ways of reaching out to 
customers. The latest being the intro- 
duction of low-cost pizzas. 

More than 10 years after most 
fast-food chains like McDonald’s, 
Pizza Hut, Domino’s and Pizza 
Corner set up shop in the country, 
they have learnt to localise their 
menu and bring down costs to 
drive sales. But, “the overall food 
services sector is still confined to a 


AFFORDABLE: 
Pizza Mania, a new 
range of pizzas by 
Domino’s is priced 
at Rs 35 


Food 
majors 
touch new 
lows in 
pricing 
Strategies 









SIZE OF THE 
PIZZA SECTOR WAS 


Rs 600 
crore iN 
2007-08 


marketing 


niche segment and most players have not been 
able to massify the appeal of their brands,” says 
Dev Amritesh, senior vice-president of market- 
ing at Dominos. It is perhaps to break out of 
this niche segment and reach out to the masses 
that the company has brought out Pizza Mania, 
a new range which has pizzas priced at Rs 35, 
plus taxes. This is 55 per cent cheaper than their 
existing lowest-priced pizza at Rs 65, plus taxes. 

Although Amritesh is quick to emphasise 
that the range is in its test stage and can be 
withdrawn at any time, Dominos is not the first 
player to flirt with price. Gujarat Co-operative 
Milk Marketing Federation (GCMMF) did this 
in 2001 with its Amul brand. They came out 
with pizzas priced at just Rs 20, which unfortu- 
nately did not do very well in the market. The 
reason for this, as chief general manager of 
GCMMF R.S. Sodhi explains, was inconsis- 
tency in quality. The crusts were supplied from 
a centralised location and people manning the 
outlets were trained to make pizzas using Amul 
cheese. The product quality was not always up 
to the mark, and, hence the system was discon- 
tinued after a year. But the company continues 
to sell frozen pizzas, priced between Rs 20 and 
Rs 65, from its parlours. These pizzas are pre- 
pared in its factories and only need to be thawed 
and microwaved before being consumed. Their 
shelf life is three months and the company 
claims to sell *a few thousand pieces" every day. 
But, according to Sodhi, *Indians are notori- 
ously biased towards fresh rather than canned 
or preserved food. Also, interestingly, most of 
them do not have the right kind of ovens for 
thawing and heating food." 


The total out-of-home food consumption is es- 
timated at Rs 40,000 crore in India, which is 5 
per cent of the total food consumed, which is 
pegged at Rs 8 lakh crore, according to a Ficci 
knowledge paper. The organised food segment 
is estimated at Rs 2,500 crore or roughly 6.3 pei 
cent of the total out-of-home food pie and com- 
prises both foreign and Indian restauran! 
chains. According to industry estimates, the or: 
ganised pizza sector alone was worth roughly 
Rs 550-600 crore in 2007-08. And this is ex 
pected to grow by 30 per cent tc 
around Rs 780 crore this year. 

The factors driving this growtl 
are both demographic and eco 
nomic. More than 50 per cent o 
our population, or nearly 60« 
million people, is below 25 year: 

of age. Eating out and eatinj 
fancy food is a fad among th: 
youth. Also, according to Ernst & 
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Young (E&Y), increasing prosperity in the past 
decade has seen the number of upper middle 
class and middle class households go up by 
158.6 per cent and 62.5 per cent, respectively, 
enhancing their purchasing power consider- 
ably. This, coupled with rapid urbanisation — 
E&Y projects the urban Indian population 
to increase from 28 per cent to 40 per cent of 
the total population by 2020 — presents a 
heady cocktail of opportunities for the food 
services sector. 

Also, today there are more families where 
both husband and wife are working and often 
resort to eating out or ordering in. Domino's 
Amritesh says the company's new low-cost 
range is targeted at those who order food from 
outside on rare occasions and aspire to do so 
more often to celebrate little personal occasions 
such as a child's victory in a football match or 
doing well in a class test but cannot because of 
the high costs involved. According to him, 
Dominos commissioned AC Nielsen to do a 
survey on the spending habits of customers on 
food, and found that Rs 30-50 was the break- 
through price point per person per family 
at which they felt comfortable ordering food 
from outside. 

Increasingly, all pizza players are realising 
that price point is an important criterion in driv- 
ing sales. Joseph Cherian, the Bangkok-based 
managing director of Global Franchise Archi- 
tect, owners ofthe Pizza Corner brand, says, “To- 
day, everyone has to target the masses because 
value for money is important” Anup Jain, mar- 





keting director of Pizza Hut says, “We are posi- 
tioned as an affordable casual dining brand, and 
will stay focused on strengthening our image in 
the dining segment” Samir Kuckreja, managing 
director of Nirulas, the only Indian player in the 
field, understands this well and perhaps that is 
the reason why chooses to stay mum on the ag- 
gressively-priced pizzas of Dominos. Both Sodhi 
of GCMMF and Cherian of Pizza Corner see the 
Rs 35-pizza as a “competitive offer”. They feel it 
has a good chance of succeeding in the market 
because quality food at cheap price is irresistible. 
"It is for the company to see how it arrives at a 
fine balance between profitability and the cost of 
operations, says Cherian. 

Dominos started work on arriving at this bal- 
ance nearly two years back, informs Amritesh. 
After its consumer survey, it set about working 
on a pizza which was priced considerably lower 
than the existing range, but which had every- 
thing that a regular pizza had — a 7-inch base, 
cheese and topping. As Amritesh says, “the idea 
was to Nanofy the pizza market." 

The company adopted a six-sigma strategy 
and identified five-six key areas where costs 
could be cut. It improved labour efficiency by 
optimising on staff, focused more on hiring 
youngsters on a part-time basis during peak 
hours, bought more fuel-efficient bikes and in- 
stalled speed governors on them for safety as 
well as better mileage and built a separate sup- 
ply chain at the vendor end. As cheese consti- 
tutes 40 per cent of the cost of a pizza and, as a 
company selling over 20 million pizzas every 
year Dominos consumes roughly 5,000 kg of 
cheese every day, the company identified a new 
vendor and evolved a new liquid cheese blend 
for this range. At the company's R&D labora- 
tory in Noida, special effort went into devising 
the low-cost toppings which include shallots or 
spring onions, soya granules, chicken pops and 
chicken sausage. 

Realising the vastness of the market and the 
need to create a place for themselves, most play- 
ers choose to focus on different aspects of the 
food experience such as dine-ins or take-aways. 
Pizza Hut, with 139 outlets in 35 cities, spe- 
cialises in dine-ins, and is the leading player in 
the sector while Dominos is the leader in home 
deliveries with over 200 outlets in 37 cities. 

Whether consumers will lap up the low-cost 
pizzas or not remains to be seen, but the nanofi- 
cation ofthe market, as Amritesh puts it, which 
is quality at a drop-down price, has begun in 
right earnest and the lower the companies go, 
the better it will be for them. For consumers it's 
time to say pizza, aha! 





shalini.sharma@abp.in 
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Solutions that 
prevent loss 
of data, 
intentional or 
otherwise, are 
in demand 
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TO ERR IS HUMAN: 
Many data breaches are 
a result of simple 
employee errors 


R.A, CHANDROO 


IN. CONTEMPORARY BUSINESSES, TECHNOLOGY 
drives everything, and the premium on up-to- 
date and accurate information is very high. 
*Confidential data represents a valuable asset, 
which must be carefully managed and pro- 
tected,” explains Vishal Dhupar, managing di- 
rector for India and Saarc countries, Symantec 
Corp. *Data breaches are very costly in financial 
terms, and they also damage business reputa- 
tion and customer confidence” 

Even as information is modified real-time, 
incidents of confidential data and intellectual 
property being leaked, lost or stolen are on the 
rise. Market research firm IDC estimates global 
revenue for the information protection and 
control (IPC) market to grow from $765 million 





IDENTIFIED 


BREACHES 





88%: Employees (Rs 3,289 crore) in 2006 to $3.2 billion 
| (Rs 13,760 crore) in 2011, representing a 
36%: Vendors 33 per cent compounded annual 
2 growth rate (CAGR). A September 
24 Yo: Partners 2007 Goldman Sachs report lists 


data loss prevention as one of the 
top three drivers of enterprise secu- 
rity spend. 

In India, the overall security solu- 


16%: Others 


Source: Mahindra Special 
Services Group (MSSG) 
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tions market was 
worth $ 295.6 mil- 
lion during 2007, 
and is expected to 
grow ata CAGR of 28.8 per cent 
till 2012, according to IDC India. “DLP 

(data loss prevention) in the India security solu- 
tions market is currently a very small subset ol 
the overall offerings,” says Prateek Tokas, a soft- 
ware and services research analyst at IDC India 
“This is primarily due to low awareness, and the 
complexity in deployment and management o: 
DLP solutions.” 

While DLP is ideal for enterprises of differen: 
sizes, its deployment requires significant inte: 
gration as well as redressal of usage-relatec 

challenges. This is chiefly because security 
policies of enterprises are not very well 
defined and there is lack of clarity o1 

the differences between data thef 
and leakage. 


International DLP security regula 
tions now include the Health Insurance: 
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Portability and Accountability Act (HIPAA), 
the Graham-Leach-Bliley Act (GLBA), the 
Basel II recommendations (on banking laws 
and regulations issued by the Basel Committee 
on Banking Supervision), and Payment Card 
Industry Decision Support Systems standards. 
While some of these stipulate an IT audit, oth- 
ers mandate penalties in the event of a breach. 
Also, HIPAA, GLBA and the Sarbanes-Oxley 
Act on financial reporting now have data pri- 
vacy or breach notification laws that require or- 
ganisations to notify consumers when their in- 
formation may have been exposed. 
Consequently, a security breach can no longer 
be kept under wraps. 

However, a recent IT Policy Compliance 
Group Report notes that business losses can be 
significant if a breach is reported — up to an 
8 per cent decline in customers and revenue is 
estimated. Publicly traded firms may face an 
8 per cent decline in price of shares. Additional 
expenses averaging $100 per lost customer 
record is also foreseen. It is against this back- 
drop that security vendors Symantec, McAfee, 
Trend Micro and EMC have acquired data loss 
protection start-up firms Vontu, Reconnex, 
Provilla and Tablus, respectively. 


Understanding DLP 

“A DLP solution can perform deep content in- 
spection of data at rest or in motion, and can 
perform some remedial action based on policy 
settings, which can range from simple notifica- 
tion to blocking,” says Niraj Kaushik, country 
manager for India and Saarc at Trend Micro. 

But the effectiveness of even the best technol- 
ogy and processes can be undermined “if em- 
ployees do not understand the value of their 
companys information assets and their role in 
mitigating risk", cautions Amuleek Bijral, coun- 
try manager for India and Saarc at RSA, the se- 
curity division of EMC Corp. 

With better awareness, employees can be- 
come a company’s strongest line of defence. “Af- 
ter all, many data breaches are the result of sim- 
ple user error; says Symantec's Dhupar. “People 
make mistakes. They forget. They misunder- 
stand. But they can also correct themselves — if 
they know they erred.” 

It is also important to understand that no- 
body owns any single piece of data. According 
to Kartik Shahani, regional director at McAfee 
India, organisations need to figure out which 
employee will need what different kinds of data 
at various points and, based on that, create lev- 
els of classification for access and use. 

Gartner estimates that by 2010, 80-90 per 
cent of data leaks will be unintentional in 
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Incidents that make businesses vulnerable from a security aspect 
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Six significant risks enterprises face in India 
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nature. Multiple channels for accessing and 
modifying data — laptops, mobile phones, 
emails or SMS — pose new challenges. "Tradi- 
tional' security, focused on protecting the 
perimeter and keeping bad guys out, can no 
longer solve the problem of data loss. 

Vendors, too, have to do a fair bit of home- 
work before selling DLP solutions to enter- 
prises. Policies have to be clearly and carefully 
framed. Deployment of the security solution 
must not interfere with the day-to-day business 
ofthe enterprise. 

“It is a common misconception that data loss 
can take place only through an organisation's IT 
infrastructure," says Captain Raghu Raman, 
CEO of the Mahindra Special Services Group. 
"People, process, technology and physical assets 
are the key pillars of any organisation, and a 
sound security plan must secure all these areas 
of potential risk to prevent data loss or, more 
importantly, loss of competitive advantage.” 





Dhanya Krishnakumar 
dhanya.krishnakumar (à) abp.in 
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Source: Mahindra Special Services Group (MSSG) 
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SGIENGE BUZZ The fortnightly update on innovations and tech policies 


Overthrowing 





Overton scientists at 
the University of 
Warwick have 
challenged the 
Overtons Rule of 
pharmacology. Over a 
century, chemists 
have used K, which 
defines lipophilicity 
(oil-liking nature), to 
shape their studies. 
According to the rule, 
the higher the value 
of K, the faster the 


predicted cell 
permeation rate. 
Technological 
advances enabled 
scientists at Warwick 
to study four acids as 
they crossed a cell 
membrane only to 
observe the exact 
opposite — the easier 
the acid dissolved in 
lipids, the longer it 
took to permeate 
through the cell. This 
study could have 
major implications in 
development of drugs 
in the future. 


Wi-Fi Security 
With the risk of 
eavesdropping on 
Web communica- 
tions on the rise, 
researchers at the 


Carnegie Mellon 
University’s School of 
Computer Science 
and College of 
Engineering have 
devised a low-cost 
system that can 
thwart these ‘man-in- 
the-middle’ attacks. 
The system, called 
Perspectives, has been 
incorporated into an 
extension for Mozilla 
Firefox v3 browser 
than can be 


> e m 





^ s 


downloaded at 


www.cs.cmu.edu/~per 
spectives/firefox.html. 


It employs a set of 
friendly sites, or 
notaries, that 
independently query 
the target site. If any 
notary reports 
authentication 
information different 
than that received by 
the browser, an 
attacker could have 
compromised the 
connection. 


Adios Power Cords 
Intel has increased 
the efficiency of a 
technique for 
wirelessly powering 
consumer gadgets 
and computers. At its 
developer forum, it 





presented the use of a 
magnetic field to 
broadcast up to 60 
watts of power two to 
three feet. It can do 
that losing only 25 
per cent of the power 
in transmission at 
ranges of several 
metres. Referred to as 
WiTricity, the 
transmission without 
wires is based on a 
phenomenon known 
as resonant induction. 
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: MULTI-TOUCH SCREENS HAVE AT LEAST A 
m 30-year T 


















| At the moment, we use simple — 
. pointing devices or touch-screens - 


that require us to use only one 


figure for manipulation. Try and 











Ps. in the academic _ imagine tying your shoelace, or 
Your Fin erti S es | a but they have been f . writing on a piece of paper, or 
g | D SDN ‘porated ‘into products ony; doing anything that involves some 
5 e After the Apple iPhone, it dexterity with just one finger. 
.. recently made it to the PC world Seems nearly impossible, right? 
h MacBook Air, and is now — Yet, we manage to plough 
available in Dell tablet PCs as well. through several gigabytes of data 
Today, computer engineers are at the click of a mouse, using just 
| developing. multi-touch screens that one finger. But if computer 
Š. will proliferate over the next few engineers have their way, this too 
ye " 's, and become pervasive within will change soon. 
. a decade, transforming the way  Multi-point touch pads will 
E people interact with technology. translate the motion of the hand 
š -~ Just launched in India, the and allow for several functions to 
š = iPhone i is the first large-scale - take place at the same time. The 
Š adopter of the technology, and advanced technology will allow a 
$ i-touch phones will be the user, by touching different parts of 
E first first arge-scale application of it. the interaction surface, to control 
E Sut : nue |, the multi-touch user several parameters — such as 
Multi-touch interface will become more translation and rotation in the case 


of animation — simultaneously. 
P. Hari in San Francisco 


screens are set to transform the way 
people interact with technology 


hn complex than what the iPhone 
allows at present. : 
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The Handloom Mark is issued by the Textiles Committee, Government of India, to select individual weavers, 
master weavers, handloom retailers, primary & apex handloom societies, handloom corporations, 
merchant and manufacturer exporters. It guarantees the originality, certifies the authenticity and signifies 


that the product is genuinely hand woven and of handloom origin. So you can buy Indian handlooms with 


complete assurance and use them with total confidence! 


Textiles Committee Office of the Development 
(Implementing Agency) Commissioner (Handlooms) 


Ministry of Textiles, Government of India, Ministry of Textiles,.Government of India, 
www.textilescommittee.gov.in www.handlooms.nic.in 
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R&D INNOVATION 


Thinking Gap 





More 
innovations 
come from 
publicly 
funded 
projects 


THE INCREASINGLY 
popular belief of 
policymakers and the 
public alike that the 
bulk of R&D 
innovations in a 
developed country 
now comes from the 
private sector has 
been turned on its 
head by a new report. 

Authored by Fred 
Block and Mathew 
Keller of the US- 
based Information 
Technology and 
Innovation 
Foundation, the 
report — based on 
four decades worth of 
research — makes a 
startling revelation: 
innovations from the 
private sector have 
dropped dramatically 
compared to publicly 
funded projects. 
Block and Keller have 
studied R&D 
innovations in the US 
over the past 40 


years, and have based 
their analysis on the 
top 100 selected 
every year by RƏD 
Magazine. These 
awards are very 
prestigious and, in 
fact, have the same 
standing within the 
US R&D community 
that the Oscars have 
in the film world. The 
authors arrived at 
their conclusions by 
tracing the funding 
sources of these 
award-winning 
innovations. 

The results show 
the perception that it 
is private-sector 
funding that is 
primarily responsible 
for technological 
innovations — which 
has, in fact, driven 
R&D policy in many 
countries, including 
India — is flawed. 

The report shows 
that the average 


ILLUSTRATION: ANTHONY LAWRENCE 


number of award- 
winning innovations 
from a private sector 
company — without 
public funding or 
collaborations — was 
67 in the 1970s, but 
dropped to 27 this 
decade. The most 
dramatic fall has 
been in innovations 
by large corporations 
as represented by the 
Fortune 500 list. 
Award-winning 
innovations from 
Fortune 500 
companies acting 
alone dropped from 
38 in 1971 to two in 
2006. Even with 
collaborations and 
funding, these 
companies did not 
fare well. Fortune 
500 companies 
working with either 
public funding or 
another institution 
produced 41 award- 
winning innova- 
tions in 1971 and six 
in 2006. 

There are several 
reasons why 
innovations from 
large companies have 
dropped — 
technology has 
become more 
sophisticated over the 
past few decades, 
placing many 
innovations beyond 
the scope of even the 
largest companies; 
global competition 
has shrunk 
technology lifecycles; 
and expansion of 
R&D in several 
industries is causing 
investment to spread, 
increasing the 
potential of loss of 
value from a single 
industry. 

Also, US firms have 
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faced several new 
challenges in the past 
few decades. These 
include competition 
from foreign firms, 
increased dere- 
gulation that broke 
up monopolies 
(AT&T being the 
classic example), 
changes in consumer 
taste, rapid adoption 
of information 
technology that 
considerably levelled 
the playing field, etc. 
The biggest pressure 
came from investors 
who forced them to 
look for short-term 
returns for share- 
holders. Some of 
them even faced 
hostile takeovers if 
they did not heed the 
concerns of investors 

An interesting 
feature of the report 
is the impact of R&D 
grants on smaller 
companies. Firms 
that are part of a 
programme called 
the Small Business 
Innovation Research 
Programme now 
account for a quarte! 
of all US R&D 
awards. The report 
also pointed to the 
dramatic increase of 
innovation in the 
public sector. Award 
winning innovations 
from the public 
sector increased fror 
14 in 1975 to 61 in 
2006. The fact that 
two-thirds of all 
innovation awards 
now come through 
collaborations, 
should serve as a 
powerful reminder 1 
all policymakers. 


P. Hari 
San Francis 
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Northward bound, 
with some twists 





When downturn 
seems to be the 
most often used 
word in the pink 
pages, it is a huge 
relief to know that 
real estate and 
infrastructure will 
continue to be 
sectors of growth in 
the Indian economy 


HAVE YOU EVER WONDERED WHY | 


the real estate properties are still being | 


aggressively advertised when every media 


product worth its name has 


screaming ‘economic downturn? It is not 


been | 


areas, were beneficiary sectors. Clearly, 
global investors perceive both sectors as 


opportunities for growth. 
India is today a juggernaut, growing 


| at 7-9 per cent in terms of GDP each 


misinformed optimism. The people who | 
sell you homes and offices, the companies | 
who build your roads and generate | 
electricity, they are all here to stay. And | 


make it big. 


A GROWING ECONOMY 
DRIVES INFRASTRUCTURE 


year. For a US$ 4.156 trillion economy, 
this signifies a huge mobilisation of 
goods and services, exports and imports, 
manufacturing, jobs, rising aspirations, 
and dramatically changing lives for 


| Indias people. 


Real estate homes, offices, shopping 


| spaces, institutions, hotels, schools and 


Its sheer numbers that keep the smiles | 


on the faces of real estate financers, | 


developers and infrastructure providers. | 
"In the first six months of 2008-09, India | 
has already received foreign direct | 


investment (FDI) worth US$ 20 billion,” | 


said Ajay Shankar, secretary, Department 
of Industrial Policy and Promotion 


(DIPP) at a seminar addressing Indian | 


businessmen in FICCI this week. Real | 
estate and infrastructure, among other | 


54 


public buildings all form a basic need that 
must be addressed. And real estate is being 
developed at a frenetic pace today, to meet 
the growing need, by public and private 
agencies alike, through public-private 
partnerships, and through special schemes 
like the special economic zones (SEZs). 
Similarly, infrastructure like power, water, 
roads, bridges, irrigation and waste 
treatment is the backbone on which the 


country can move ahead. Without 
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laypee Greens Greater Noida 


Sales Office: Jaypee Greens, G-Block, Surajpur Kasna Road, Greater Noida - 201306 (U.P). Mobile: +91 9910449989 / 999994, 
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AYPE GREEN 


Acton Place kafa, knta. 
[| GREATER NOIDA | 


MAKE HEALTHY LIVING 
AN EVERYDAY HABIT. 


PRESENTING 


MOON COURT 
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“Best Golf Development” “Best Apartment India” 
by CNBC Asia Pacific Property by CNBC Asia Pacific Property 
Awards 2008 Awards 2008 






Come over and experience how beautiful it can be to live right 
amidst a sprawling 60 acre Nature Reserve and a beautiful 
man-made lake full of flora and fauna. What makes the Moon 


Court apartments special is that they are situated amidst such [354K Servant [.: 77 «M Sa 
greens. What's more, this real estate offering comes to you 


from the creators who have been awarded by CNBC Asia Pacific Property Award for building India's Best Apartments. - 
So, come over and book your own personal space right amidst nature and lead a healthy life, every day! | 


Type of Apartments Price 
Rs.(lacs) onwards 







Spread over 452 acres with 14 water bodies.e 18 hole Greg Norman Signature Golf Course. e A social club offering a host 
spa treatments other than a fully loaded gymnasium, outdoor and all weather swimming pools, jacuzzi sauna, steam and shower. 
| golf academy with a well equipped proshop. e A state-of-the-art integrated sports complex offering squash and tennis courts, a fitness - 
tre, indoor gymnasium, hockey and basketball courts. e Beautifully landscaped 60 acre nature reserve with lakes, boathouses, 
»hitheater and theme parks. : 


+91 120 2326533/34/35/36, Toll Free: 1800-180-9900(National). E-Mail: response(zjaypeegreens.com. website: www.jaypeegreens.com 
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adequate infrastructure, everything that is 
looking up today can be jeopardised. 


PEOPLE NEED SPACE 

A population growing at 1.6 per cent and 
set to be the world’s most populous place 
by 2050 translates into mind-boggling 
numbers in terms of demand. As of now, 
the urban housing shortage in the country 
exceeds 17 million homes. About 50 
million square feet of office space and a 
‘similar amount of retail space is required 
right now to accommodate growing 
businesses and organised retail. 

And it is not even merely a question of 
roti kapda makaan. A recent study showed 
a 14.8 per cent salary increase in average 
salaries in 2008. A recent study by 
Bangalore-based Kapston.com showed 
that the sale of second homes in India 
grew by 50 per cent between 2002 and 
2007. And surprisingly, resident Indians 
were the ones who fuelled this trend. NRI 
investments in India have grown 25 per 
cent in the last six months alone. The 
truth is that demand for real estate is a 
lot more than what we can estimate by 


looking at the shortage figures. 
MEETING LATENT DEMAND 


Real estate today, in response to this 
massive and complex demand, has seen a 
structural change in the way it functions. 
As opposed to a largely unorganised 
market even a decade ago, real estate 
development is now a largely organised 
sector. The industry, in a bid to correct 
perceptions in the market and meet the 
needs of more discerning consumers, has 
set up systems to monitor quality, follow 
norms and set up cells for addressing 


consumer grievances. One such initiative 
is the Code of Conduct, set up by 
CREDAI, the apex body representing 
private real estate developers in India. 
The code lays down rules that developers 
must follow to be fair to consumers. 
CREDAI members, which includes most 
of the developers in the country, must 
follow this code. 

However, the reality is that developers 
have not succeeded in meeting the real 


needs of the consumers today. Says 


E. Jayashree Kurup, content head, 
MagicBricks.com, Indias premier real 
estate portal, "Developers must start 
building for the real need of the Indian 
middle-class, housing that a regular 
salaried worker who earns Rs. 15,000- 
20,000 can afford. Yes, land is costly, but 
the need for affordable homes is so large 
that developers could easily make the 
numbers. It is time we stopped brushing 
the real demand under the carpet." 

This demand mismatch is a problem 
across types of real estate. Grade-A office 
buildings are being built everywhere, but 
mid-grade office space is not available for 
the growing SME sector in India. Retail 
formats are restricted to the malls, while 
Indian weather and culture allows for a lo: 
more innovation. 


INFRASTRUCTURE IS THE KEY 
TO GROWTH 

Infrastructure development is a far more 
straightforward story. The infrastructure 


sector is estimated to grow at a CAGR of 


15 percent over the next couple of years 
driven by flexible government policies, 
funding from  multi-lateral agencies, 
increased private participation and 
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innovative modes of funding. 

Plans to spend about 9 per cent of 
the GDP on public works for key 
infrastructure projects are already under 
way, with roads and ports being emphasis 
areas. But even this massive investment 
of over US$ 500 billion will fall short 
of what is needed at this time. 

Put simply, India needs an investment 
of US$ 1.6 trillion for infrastructure in 
the next 10 years, equivalent to 10.5 
percent to 12 percent of its GDP to 
maintain the current growth, according 
to figures given by the Asian Develop- 
ment Bank (ADB). 


WATER WOES TO BE ADDRESSED 
Another area of concern worldwide and 
especially for India is water. Melting 
Himalayan glaciers caused by climate 
change and low capacities for re-use 
have made experts predict a war over 
water in the near future. India is in a 
precarious situation where it is still to 
get tapped water to a large number 
of households. Yet, there is an urgent 
need to generate awareness about water 
conservation in belts where wastage is the 
norm. Many have blamed water subsidies 
as one reason for this, but the extent 
of investment, both financial and social 
that needs to go into water management 
and conservation is immense. 

A recent survey by ChangeWave 
Alliance shows that India will be one 
of the top 3 countries in the world to 
spend on water projects. India is set to 
spend 11 per cent more on water projects 
than it its current expenditure, while 
China will spend 38 per cent more and 


the US, 15 per cent more. The main areas 


FINANCING: A DELICATE MATTER 


Getting finance for a real estate project P 
in India today is no easy ride. Finance 


from banks and financial institutions 
has largely dried up, owing to a global 
liquidity crunch in the banking system. 


Moreover, the RBI guidelines to banks 


for lending and real estate is not a 


clamp down on speculative develop- 
ment that was a marked trend of the. TR 
sector through 1998 to 2003. 

This is not to say that there is no inanis available: 
Private equity through funds and FDI through joint 


C 
favoured sector. This is mainly to & 2e = 


" 


." 


ventures are very much viable sources 
of funding for real estate projects in 
India today. However, due diligence is 
very stringent and most investors 
use international agencies to do the 
assessment for them. 


consumers and small investors, who 
can be rest assured that fly-by- 


night operator and unscrupulous builders are slowly 
being weeded out of existence! 





| This means 
. that large and credible developer 
companies stand a better chance for 
financing. It is also good news for 





PROMOTION 





With ready to occupy homes, 
it won't take you long to start a beautiful new life. 


Vipul Greens, spread over 17 acres on Sohna Road, is a beautiful residential condominium designed 
LI iacu ial around gardens and swimming pools. More than two hundred families are already enjoying the vibrant 
Vi (3 LU j children's parks, three swimming pools, 24X7 security and state-of-the-art amenities Vipul Greens offers. 

GREENS Its central location means that you are close to everything you need for a radiant lifestyle, and of course 

PREMIUM APARTMENTS the ready-to-move-in penthouses, mean that you can start an exciting new life right away! 





pt ` 
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cipal. 
Vipul Limited: Vipul TechSquare, Golf-Course Road, Sector-43, Gurgaon-122009. CMe, 
Tel.: +91-124-406 5500, 9811360596, 9811414146, 9811824293. Building 
Vipul For Corporate Sales, call: 9811812382 | E-mail: sales@vipulgroup.in | Website: www. vipulgroup.in Happiness 


NTEGRATED TOWNSHIPS * GROUP HOUSING * LIFESTYLE VILLAS * COMMERCIAL COMPLEXES * HOTELS * FACILITY MANAGEMEN|] 


of expenditure are infrastructure repair 
and replacement and new infrastructure. 


ENERGY SECURITY 


The global energy crisis has sent alarm 
bells ringing in Indias power sector, which 
has also been the centre of the debate 
over the 123 nuclear deal that India is 
negotiating with the US. Clean power, 
as opposed to India’s current dependence 
on coal-based power, has become the 
slogan being taken up across the board. 
India spends US$ 433 billion on 
energy every year. Annual household 
spending on energy alone is US$ 163 
billion, with low quality fuels like kerosene 
and firewood dominating the lower-end of 
the market. With global green energy 
spending increasing by 60 per cent in 
2007, the need for investments in clean 
energy production has never been clearer. 
Though most of this investment was in 


Europe and the US, a substantial part, ` 


about US$ 26 billion was put into projects 
in countries like China, India and Brazil. 
Indian entrepreneurs are taking clean 
energy seriously as a business opportunity. 
For example, Moser Baer Photo Voltaic 
(MBPV) has been given a US$ 22.5 





million (Rs. 1 billion) loan by International 
Finance Corp (IFC), a private-sector arm 
of the World Bank, to promote solar 
energy in India. MBPV is already doing 
a US$ 92 million expansion project near 
New Delhi to produce electricity from 
sunlight. Suzlon, already the world’s Sth 
largest wind turbine maker, is making 
substantial investments into wind farming. 
With government incentives in place to 
promote clean energy, this is a sector that 
is set to grow rapidly. 

Indias civilian nuclear agreement with 
the US, which is likely to be approved 
later this year, will boost India’s energy 
production by helping India develop 
cheaper nuclear power for the future. 
Specifically, che assistance will help India 
increase nuclear power production from 
the present cápacity of 4,000 MWe to 
20,000 MWe per year. 


ALIGNING NEEDS WITH SUPPLY 
Through the range of sub-sectors that 
are encompassed by real estate and 
infrastructure, mismatch is a common 
theme. We not only need a lot more 
of everything like homes, offices, 
electricity, water, we also need them in 
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the correct proportions. 

This calls for the industry and the 
government in every one of these sectors 
to do a reality check on what the capacities 
and efficiencies are. It also needs a lot 
more market research and insight than 
what is currently available. Funded 
research as well as private R&D is the 
key to accuracy in planning. And for a 
country that cannot afford to waste any 
resources, accuracy is critical. 


LOOKING AHEAD 


Above all, keeping long-term needs in | 


mind and building infrastructure that can 
last a few generations is the real need for 
today. In this, quality management and 
appropriate technology are the factors that 
will benefit us in the long run. Partner- 
ships to get in cutting-edge technology, 
pushing the envelope in terms of design 
and efficiency, especially in taking care of 
the environment, raising awareness levels 
of the people and mandating appropriate 
use of resources and infrastructure are key 
areas. In this, policy makers play an 
important role and so do private sector 
companies, who will need to give 
commitments while receiving sops. 
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Power of small 


After the " ERE'S SOME AUTOMOTIVE NOSTALGIA, IF YOU 
` can afford it. After the launch of the Fiat 500 
Fiat 500, earlier this year, the iconic Volkswagen Beetle 
both the VW is slated for launch in India next year. 
The cars are a big hit in the developed 
Beetle and world. They offer a throwback to the past — 
BMW’s Mini stoking memories of their illustrious prede- 
, cessors. At the same time, being new and 
are mad king a modernised they come without the hassles of 
beel ine for owning a genuine vintage, classic car. 
Š But let’s face it, these small cars with only 
India two doors, could cost thrice or four times as 
much as a Suzuki Swift or Hyundai Getz in 
India, in large part owing to hefty duties 
slapped on them. And while they may be 
cleverly styled, that’s still a lot of money for 
most Indians. Take for instance the fully- 





LOME SWEET HOME: After Chin, 
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mported Fiat 500, which costs about Rs 15 
akh (after import duties of 100 per cent). 

The 500 was launched in the country a few 
veeks after its first anniversary in July. There 
not much in common between the 1957 
fuova 500 and the new 500, except that their 
irthdays (4 July) are the same, with exactly 
O years separating the two. The new 500 is a 
rilliantly engineered, modern iteration of the 
riginal, and it has been such a big hit in 
urope that Fiat can’t make enough of it. But 
' India, the Italian carmaker expects to sell 
ot more than 100 units of it in a year. 

Why then do they want the car here? 

Simple. The 500 is a halo model for Fiat, 

nd it represents everything that the Italian 
maker is about: competence in automotive 
igineering, ability to design gorgeous cars 

id over 100 years of storied history. With the 
)O, Fiat India wants that to rub-off on its 
rthcoming products such as the Grande 
into hatchback and Linea sedan, to tell 
idians that they are back in the reckoning. 
he launch of the Fiat 500 fits the Indian 
ntext as the company is going through a 
ocess of transformation," says Rajeev Ka- 
or, CEO, Fiat India Automobiles, in a state- 
ent. "We are confident that this car will win 
lace in everyone's hearts.” So far, the Fiat 

0 has sold two batches of 10 each and order- 
a third batch of 20, says a Fiat executive. 
Volkswagen, or VW, on the other hand, is 
iking up for lost time. In its focus on the 
inese market, VW almost forgot India. 

ropes biggest carmaker now wants to make 
iends. With the Beetle, VW may not garner 
umes, but the car is being introduced for 
king the automobile giant seem more 

man — to convey the message that VW 

'snt only make cold-blooded, technolo- 





ON THE MARK: 
While BMW is 
planning to bring Mini 
(left) to India, Fiat 
500 has already hit 
the roads here 


gically efficient cars, but heart-warming, 
sentimental ones too. It also helps that the new 
Beetle is an instant reminder of VW's original 
model. Rolled out in the 1940s, the Hitler- 
conceived and Porsche-engineered, is arguably 
the greatest car of the 20th century. “The new 
Beetle is an icon and very well known in India” 
says Kurt Rippholz, communications head at 
VW. "The Beetle could support our activities to 
build up the VW brand.” 

Then there is the Mini owned by another 
German automaker BMW. Last year, the com- 
pany sent a fact-finding mission to India to 
gauge the market response for the 21st century 
iteration of the classic 1960s cult car. Like the 
500 and the Beetle, the Mini is one of the 
icons of the past century. Within its 10-ft 
length, the Austin/Rover/Morris Mini show- 
cased a raft of innovations in small car engi- 
neering, some of which are in use even today. 

Unlike Fiat and VW, Mini is an independent 
brand from BMW, which means it requires a 
separate distribution network with its own 
showrooms. That is sure to translate into a 
huge investment and explains BMW's 
hesitation in introducing the Mini in India. A 
BMW executive says that at roughly Rs 23 lakh 
(after import duties), the Mini will cost a shade 

under the BMW 3 Series. “Why would anyone 
want to pay that for a small car when they can 
buy the 3 Series?" he asks. But BMW's hand 
may well be forced. Not only by Fiat and VW, 
but by wealthy Indians who are now very keen 
on buying luxury cars. The new Mini will be 
pitched to this segment — as a lifestyle and 
fashion accessory, feels experts. 

One thing is certain — all three will tug at 
your heart-strings. You decide whether you 
will loosen your purse-strings as well. 

Gauri Kamath 
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MYTHOLOGY 


God's new avatar 


NIRMITEE, THE ART 


Entertainment 
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days displaying 
1,001 different forms 


es gallery that overlooks only main- š 

À the serpentine queue taining š 
leading to Siddhi accounts E 
Vinayak in Mumbais attentively, but Š 
Prabhadevi, is these also getting 


tech-savvy and 
musing over a laptop. 
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different forms of 
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š n: of Ganesha. On the The elephant- Ganesha at Nirmitee 

3 E ax eve of Ganesh headed god is ! 

` c aU ad Chaturthi, the lord of ^environment-friendly of bio-degradable 
IT TOOK FOUR OF the original Star Wars all things presides too. He appears material, although, 
Hollywood's biggest collection of $461 over a multitude of crafted in clay, for want of vegetable 
stars — million to take second tasks and feats fibre, wood, bamboo dyes, chemical 
Robert Downey Jr, place on the US guaranteed to evoke and neem leaves, colours have been 
Ben Stiller and Jack charts, behind smiles and devotion besides the ‘conven- used. The price tag 
Black — to dislodge Titanic’s historic run in equal measure. tional’ paintings and ranges from the 
Batman from the top of $600.8 million. One can see this ever- sculptures. All idols egalitarian to the 


slot. 


However, if inflation 


genial remover of 


at Nirmitee are made 
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a DreamWorks- is taken into account, Rs 40 to Rs 80,000. 
Paramount comedy The Dark Knight still And the choice 
written and directed lags behind both actually runs into 
by Stiller, grabbed the movies in actual tick- hundreds. 
No.1 position and ets sold. It is expect- The somewhat 
collected $26 million ed to complete its US steep high price tag 
in its opening week, run with about $550 attributed to the co: 
pushing Warner million in the kitty. of sourcing village 
Brothers' The Dark Meanwhile, despite | handicrafts. And th 
Knight to second being an R-rated 5i unique charms of tł 
place, but only after it comedy, Tropic Thun- š collection appear to 
had already domina- der has done exceed- š justify it. 
ted the charts for four ingly well. A parody of — ^ Muthukumar 
weeks and raked in a Hollywood itself, the 

l 2 million. fi as . 
iei d ole iet duin — stars Global Fl ight: Children play around the Unisphere, the giant steel 


Christian Bale as the 
caped crusader and 
the talented Heath 


— Stiller, Black and 
Downey — filming a 
war movie in the 


Ledger as his arch Vietnam jungles. But 
rival, the joker, the the script goes wrong 
film broke several badly. Their fed-up 
box-office records writer and director 








and won critical decide to abandon 

acclaim. The EN". them, forcing them 

Dark Knight "ge LE! to fight their way 

has surpassed "SE" out of an inhospi- 
table jungle infested 
with drug lords. 
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N Cruise co-stars as a 


. bald, egomani-acal 
| studio boss. 
Gurbir Singh 
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globe commissioned to celebrate the beginning of the space age in New Yor 
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Paperless Passion 





READING THE LATEST 
sestseller on the 


omputer screen 
night still be ana- 
hema for most bib- 
tophiles, but 
-books are fast 
atching on. In fact, 
nany mainstream 
aternational 
ublishers are offer- 
1g limited-period 
ree downloads of 
ome of their books, 
icluding some of the 
«test releases. 

Take for instance, 
cott Sigler' latest 
ovel Infected, which 
as made available 
'ee of cost, in e-book 
»rmat, by publishing 
ouse Crown. It 
tracted 45,000 
ownloads within the 
rst 100 hours of its 
‘lease. In yet ano- 
ier case, Random 
ouse made available 
DF versions of 
eautiful Children by 
harles Bock. 

Besides traditional 
indsets, e-books 
so have to deal with 
ipyright issues. 
day, e-books can be 
ad, depending on 
yw they are offered. 


DIGITAL READING: 
E-books can be read 
through Kindle too 


They can be tamper- 
proof, uncopyable 
PDF versions read 
on your existing 
note-book or com- 
puter, or they can be 
a file type that is 
readable only in a 
separate physical e- 
book reader device 
such as Kindle that 
costs $300 plus. *I 
rotate my notebook 
and read books 
electronically, 
holding my notebook 
like a book” says Ajay 
Shah, an indepen- 
dent economist, 

who feels that 
reading electronically 
is much better than 
"killing trees". 

And while the 
charm of reading 
paper books cannot 
quite be duplicated, 
e-books, with their 
convenient word 
search feature and 
colourful layouts, are 
bound to appeal to a 
new generation of 
readers. 

Rajesh Gajra 


OPEN CANVAS 


Pulling at art strings 


THE CLASSIC DEBATE OF AESTHETICS VERSUS COMMERCE 
was once again revisited at the recently 
concluded India Art Summit, which took place 


for over three days at Delhi's Pragati Maidan. The 


fair not only brought together artists, gallery 


owners, critics, curators and collectors to trade in 


contemporary Indian art, but also got them to 
talk about where it is headed and its place in the 
international art hierarchy at a day-long forum. 
World over, art fairs are established events such 
as Biennale de Paris, Venice Biennale, Art 
Vienna and Art Cologne. But, post its success at 


international auctions, the Rs 1,500-crore Indian 


art market was given a platform of this kind for 


the first time. 


Also, the fact that the capital city played host 
to the event clearly established one thing — 
that even though Kolkatans might consider 
themselves as culture-keepers of the country, it 
is Delhi which is the art capital of India. As 
many as 19 out of the 35 participating galleries 
in the art fair were from Delhi, while Kolkata 
was way behind at five. Three galleries 
represented Mumbai, while the only inter- 
national presence was in the form of three 
galleries from the UK. According to Sunil 
Gautam, managing director of the summit, “It 
was natural for more of Delhi-based galleries to 
participate since this was the first of its kind 
event and, logistically, it was easier for them to 
send entries while others were waiting to see the 
response." The wait clearly seems to have been 
worth it, since more than 50 galleries have 
already evinced interest in participating in the 


summit next year. 
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Shalini S. Sharma 








ART ATTACK: 
(Top to bottom) 
Stalls of 
Chennai's 
Apparao 
Galleries, a 
Delhi gallery, 











BROWSING 
Vijay Shekhar 


Sharma 
Managing Director, 
One97 
Communication 

At present, | am reading 
Jack: Straight from the 
Gut by JACK WELCH. | am 
intrigued by real people 
— the things they do and 
achieve. So, who better 
than Welch? Reading this 
book has made me 
realise there are no right 
or wrong answers to 
problems, only solutions 
that work best. | prefer 
non-fiction books, mostly 
autobiographies and 
biographies. | am also 
reading James C. Collins 
and Jerry |. Porras’ Built 
to Last: Successful Habits 
of Visionary Companies, 
and Jessica Livingston’s 
Founders at Work: Stories 
of Startups’ Early Days. 





by m. rajendran 


DOING BUSINESS IN 21ST CENTURY 
INDIA HOW TO PROFIT TODAY IN TOMORROW'S 
MOST EXCITING MARKET BY GUNJAN BAGLA; 
BUSINESS PLUS; PAGES: 237; PRICE: Rs 495 


DURING A LONG-DISTANCE FLIGHT, I PREFER WATC- 
hing in-flight movies to sleeping. About two 
years ago, on one such flight from Delhi to Paris, 
I saw a film called Outsourced (2006), directed 
by John Jeffcoat, and starring Asif Basra, 
Ayesha Dharker and Josh Hamilton. The film 
captured the travel and troubles of an American 
salesman in India, after his entire novelty prod- 
ucts’ department is outsourced to a remote 
place near Mumbai. 

By the end of the film, I was wondering if the 
hero could have reduced the burden of his prob- 
lems and escaped few of the unpleasant experi- 
ences if he had had the benefit of a travel guide 
— one who took him through the economic 
landscape, not the geographic or the historical 
one. For one knows, only too well, the bureau- 
cratic hurdles that foreign companies face while 
setting up shop in India. Most companies often 
end up dealing with touts whose ‘specialist 
skills’ range from language, to pulling the right 
strings, to being able to walk you down the right 
corridor of power — unlike the US, India does 
not have legalised lobbying. 

In writing DOING BUSINESS IN 21ST 
CENTURY INDIA, Gunjan Bagla makes a 
genuine attempt at being the right kind of guide 
for the foreign businessperson wanting to 
brave Indian bureaucracy and the plethora of 
legislations. Although the book comes almost 
two decades after India opened up some sectors 
to private participation, it is nonetheless 
very welcome. 

The author has captured well the common 





their operations here. 


GUNJAN BAGLA is a management 
consultant who helps western 
companies succeed in India. His 
firm, Amritt, serves clients in the 
US, Canada and western Europe in 
marketing to India, buying from the 
country, and starting and running 


A Guide To The 
Big Elephant 


aspects of verbal and non-verbal communica 
tions among Indians — a critical aspect for : 
foreigner, whether an executive or just a casua 
tourist. Bagla cautions, “Most Indians shak 
their heads vigorously left to right a coupl 
times to signify no. But there are many shade 
of yes, depending upon the region, the speake! 
and the context." 

In Outsourced, Hamilton demonstrates th 
difference in meaning of words in two differen 
cultures. He explains to Indian call centr 
trainees that one should not say rubber to a cus 
tomer from the US. *It means condom; sa 
eraser,’ he says, much to the amusement of th 
trainees. Bagla uses such examples, but not a! 
ways quite accurately. 

Quoting Mark Bullard, director of Packagin 
(AVP) at Reliance Retail, Mumbai, the authc 
suggests that use of wrong Hindi is acceptec 
"Any attempt to use Hindi is welcomed, even 
you screw it up” While this might work i 
North India, it is a dangerous piece of advice fi 
other parts ofthe country. 

The author peppers the book with other wel 
known facts about India and the Indian societ 
but without their full context. Many of the: 
thus appear disconnected. He does not factor: 
the increasing cosmopolitanism of India's b 
cities — New Delhi, Mumbai, Kolkata, Chei 
nai, Ahmedabad, Bangalore and Hyderabad 
while making his observations about India, rei 
dering them a bit outdated. 

Bagla also fails to highlight the fact that a m 
jority of those in the metros and mini-metr 
are third- and fourth-generation migrant 
whose parents or grandparents came from d 
ferent states. Most of them no longer speak t! 
traditional dialect or language, opting inste: 
for English or the local dialect/language f 
everyday business. 

Apart from the society, even the w 
in which business is conducted h 
changed dramatically in the past ft 
years. Take the case of human 1 
sources, where the issues of conce 
have changed significantly. The auth 
does not mention realities such 
falling salary levels that have led t 
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flow of engineers away from software to other 
sectors or the increasing problems of shortage 
»of technical talent. Nor does he inform his tar- 
wget readers that both the government and the 
society in India will support them more, if they 
linvest in technical institutes — a sure-shot solu- 
tion to address the human resource crunch. 

Bagla has toured a few cities in India to 
understand people's taste and attitude towards 
various brands. He notes: “Western brands do 
not always translate in India... Indians are quite 
brand-conscious, and relatively conservative 
about trying new brands.’ Visits to a few more 
malls might have changed his perceptions. 

While the book has its shortcomings, the 
ehapters on the financial sector are a real treat. 
Bagla has a real understanding and feel for the 
subject, and his thoughts on it should be taken 
seriously. Don't explore India like the “four 
»xlind men exploring the elephant,” he warns. 
Jverall, Bagla has presented a good collection 
of facts and figures about habits, language, tra- 
lition, mannerism, financial sector and educa- 
ion in India. But those looking to pick up a 
»ook on how to approach a bureaucrat or a 
»olitician will be disappointed by this. 


SELECTION 1 
Not By 
Design 


ACCIDENTAL BRANDING 
HOW ORDINARY PEOPLE 
BUILD EXTRAORDINARY 
BRANDS BY DAVID VINJAMURI; 
WILEY; PAGES: 224; 

PRICE: $24.95 





"YOU HAVE THOUGHT ABOUT SETTING UP A NICHE 
usiness but haven't yet had the courage to dive 
ito it, this is the right book for you. It is a col- 
‘ction of stories of seven first-time entrepre- 
eurs who created their brands accidentally. It 
as only those brands that have been created by 
idividuals who weren't trained marketers; but 
ad experienced a problem that the product/ 
'and/company had resolved; and, the founder 
mtrolled the brand for at least a decade. 

If you are a woman, that's even better. For, as 
onald Trump's co-juror in The Apprentice 
arolyn Kepcher rightly notices in her fore- 
ord, four of the seven entrepreneurs author 
avid Vinjamuri picked are women. Each story 
inspirational. John Peterman of mail-order 
m J Peterman Company went bankrupt but 
ught back; Craig Newmark of the online clas- 
leds site Craigslist replaced newspaper classi- 


fieds, yellow pages as well as internet dating 
sites — all in one go; Gary Erickson of Clif Bar 
Inc. saw an opportunity in tasty energy bars; 
Myriam Zaoui & Eric Malka set up The Art of 
Shaving chain; Gert Boyle of Columbia Sports- 
wear transformed a hat-making company into a 
flourishing $500-million sports empire; Julie 
Aigner-Clark founded the kids video firm Baby 
Einstein Company; and, nature conservationist 
Roxanne Quimby ofthe Burt's Bees who made a 
fortune out of selling honey. A personal 
favourite in the book is the rule to make a suc- 
cess of accidental branding: build a myth aro- 
und the brand. That, incidentally, is a great tip. 
—Rajeev Dubey 


SELECTION 2 
Lessons From 
Family Feuds 


MONEY KEEPS MORE FAMILIES 
together than it divides. Yet, 
when families do fall apart 
over money, it makes for great 
melodrama. Therefore, the 
stories of family fracas of the 
rich and famous are told over and over again, 
and scholars of every generation claim to have 
figured out the cause-and-effect logic of family 
fights, and promise to offer idiot-proof guides to 
bliss for business families. 

FAMILY WARS (Kogan Page) by Grant Gor- 
don and Nigel Nicholson is another one. Al- 
though the analysis and prescriptions may be 
for the callow, the familiar family battles are re- 
told in a succinct manner. The Ambanis achieve 
the dubious distinction of a mention alongside 
many famously acrimonious business families 
— the Watsons (of IBM), the Fords, the Dass- 
lers (of Adidas and Puma), and many others. 
The most fascinating tale is of the high-brow 
Gucci family that engaged in the most low-brow 
internecine battle that led a woman to hire 
thugs to kill her husband who had usurped her 
father’s business, and thrown her out of his life 
for having bullied him earlier. In fact, there are 
lessons for warring brothers in India to learn 
from the Gucci cousins’ mutual destruction by 
leaking information on each others misdeeds. 

While the lessons are inherent in the stories, 
the authors still present intelligent analyses of 
feuds between siblings, and father and sons, 
something that may still be useful for those 
fooling themselves into believing that blood 
bonds can overcome jealousies, egos, and the 
delusions fed by parasitical spouses and friends. 
—Feroz Ahmed 
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WHAT | TALK 
ABOUT WHEN | 
TALK ABOUT 
RUNNING 

BY HARUKI 
MURAKAMI 

KNOPF 

Author of over a dozen 
highly acclaimed 
surrealist novels, Haruki 
Murakami, we learn in 
this book, has also run 
more than 25 marathons, 
including one ultra- 
marathon. Writing in an 
uncharacteristically 
informal yet intimate 
style, Murakami shares 
with the readers the fact 
that he was neither a 
natural runner nor a 
natural novelist, and how 
it has taken mental 
discipline and courage to 
become successful at 
both. Besides containing 
his delightful 
ruminations, the book 
also recounts his solo re- 
creation of the historic 
first marathon in Greece, 
giving Murakami fans an 
insight into the author's 
'other' life. 
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Will Inflation Gallop? 


Petrol 
poWer 


The committee 
on oil product 
prices is telling 
the government 
that it has run 
out of options. 
If it does not 
raise product 
prices, it risks 
hyperinflation 





THE RISE IN INTERNATIONAL OIL PRICES IN THE 
past three years brought a windfall to the Oil 
and Natural Gas Corporation. Since the cost of 
production ofthe oil it produces in India did not 
go up proportionally, it made large profits on it. 
The government raided those profits, and used 
them to subsidise domestic sales of oil products. 

But that was not nearly enough. So 
it refused to let its oil refining com- 
panies raise retail prices as interna- 
tional prices went up. That landed 
them in losses on products made 
from imported crude as its price 
went up. Losses have to be financed; 
As a company loses money, its cash 
balances start falling. When the re- 
fining companies ran out of money, 
the government forced its banks to 
give them overdrafts. 

It is one thing for oil companies to 
run out of cash; itis much more seri- 
ous if banks start running out of 
money. For, once their customers re- 
alise that banks may not have money 
to pay them, they will rush to the 
nearest branch and withdraw what- 
ever balance they have. If a bank 
runs out of money, it will not be able to pay de- 
positors when they want to withdraw money 
from their accounts. Everyone will come to 
know that banks do not give back the money 
they take on deposit. 

That is when confidence in a banking system 
collapses. The only money people then trust is 
cash; they keep all their money under their mat- 
tresses. That creates enormous demand for cur- 
rency notes; the government has to print them 
day and night. And it becomes difficult for the 
government to get the money supply right. If it 
gives out too little money, people will run short 
of cash and panic. If it gives out too much, peo- 
ple will spend it, and prices will rise. That is how 
hyperinflation begins. Once there is hyperinfla- 
tion, the value of cash starts falling from day to 
day. People start spending it to get rid of it be- 
fore it loses value. 

The way to hyperinflation is paved with rising 
levels of inflation. That is what has happened; 
inflation, which had been benign for 12 years, 
rose to double digits. The finance minister told 
the people that he would bring down inflation. 
When it did not, he repeated himself. If he had 
continued promising to bring down inflation, 


BLOOMBERG 


confidence in him would have collapsed. Befo 
it did, he had to change tack. The governme 
had to stop bleeding the oil companies. 

Ifthe government has kept prices below m: 
ket prices, there are three ways in which it c 
bring the two back to equality. One is to app! 
ciate the exchange rate; that would bring dos 
the domestic equivalent of international pric 
for all goods and services. India's exchange : 
serves have been rising so inexorably that 2 
preciating the rupee has looked increasingly « 
sirable. The Reserve Bank did so in small do: 
over the past year and a half. But exporters 
actions were so violent that the government 
backed off from this option. 

Another option is to reduce import duti 
that would bring down the domestic equival: 
of international prices only for the goods 
whose imports duty is reduced. The third i: 
raise the domestic price. 

These were the options facing the commit 
the Prime Minister appointed in June under: 
chairmanship of B.K. Chaturvedi, once his c 
inet secretary. Of these, import duty reduct 
promised little. The duty on petrol and diese! 
is a paltry 2.5 per cent. The Chaturvedi comn 
tee has recommended its abolition; but t 
would do little to moderate domestic prices 
the committee had to bite the bullet and recc 
mend price increases. 

Since, however, he sat just down the corri 
and saw the PM almost every day as cabinet : 
retary, Chaturvedi is acutely aware of the P 
political compulsions. Inflation is a sensitive 
sue; a government that raises prices prec 
tately risks major riots. So prices have tc 
raised at an extremely gentle pace. That is w 
the committee has recommended. Petrol p 
should be brought to export parity in 
months; the price of diesel oil, which farn 
buy for their tractors and pumps, shouk 
raised even more slowly, over 18 months. 

These are the more sensible of the comi 
tee's recommendations. It has also propc 
that households should be given six lique 
petroleum gas cylinders a year at subsid 
rates and must pay market price for more. ' 
is a perfect way to create a black market. 
idea of charging city drivers more for petr 
equally ill considered; they will all drive o! 
the city and fill up their tanks. If it is taken 
whole, the Chaturvedi committee strikes a ; 
balance between sensibility and imbecility. 
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Family holidays are a celebration of togetherness. Filled with magical moments, experiences and memories that 
last a lifetime. At Club Mahindra we have over 80,000 member families enjoying the happiest family holidays, 
at 20 of our destinations in India and in Thailand. Set in the most picturesque locales with every tiny detail 
planned to perfection, leaving you free to enjoy your happiest holidays. 
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Time To Businessworl 
Break Free 


DEPENDENCE. ONE'S 
instinct is to break 
free of it. Yet, for 
years India’s informa- 
tion technology serv- 
ices (ITS) companies 
remained reliant on 
the US market for 
about half their rev- 
enues. When the sub- 
prime crisis ended 
the S&P Index’s belle 
epoch, the reduction 
in US corporate 
spending shrank the order books 
and market capitalisation of Indian 
ITS companies. The key windsock 
of India’s social and economic 
health — the marriage market — 
pointed to a sustained downturn in 
the ITS industry’s fortunes with 
ESOP-holding software engineers 
from Chennai falling behind their 
Punjabi civil engineering cousins 
in eligibility. 

Spurred by this, as well as other 
business ambitions, the ITS indus- 
try has been altering tactics. It is 
expanding sales forces in Europe 
and Asia to diversify away from the 
falling US dollar, and reducing 
both salaries and bench time. 
Where companies happy with ad- 
ditive growth kept hiring 10,000 
coders every year, the industry is 
now developing the competencies 
needed to win high-value projects 
in new industry verticals. The oo- 
dles of cash ITS majors are sitting 
on are also being used to make 





strategic overseas 
purchases. And won- 
der of wonders, mira- 
cle of miracles, In- 
dian ITS companies 
are finally serving the 
domestic IT market. 

Yet, there is no 
doubt the ITS indus- 
try’s magic moment 
has passed. Its com- 
panies are becoming 
the dull corporate 
monoliths, software 
professionals once sneered at. Like 
local pharma companies, they are 
not engendering real innovation, 
and their value proposition is still 
rooted in wage arbitrage. Where 
the industry once decried official 
supervision, it is now pleading with 
New Delhi for tax breaks. 

Real progress in Indian software 
is coming from a range of new 
‘fourth wave’ product development 
and design firms led by young en- 
trepreneurs. Many are personally 
supported by ITS stalwarts, such as 
Infosys’s Nandan Nilekani. But 
most are being bankrolled by for- 
eign venture capitalists hunting for 
India’s next top five software com- 
panies. In the brave new world of 
quantum computing that is on the 
horizon, it is such innovators that 
will lead India’s IT charge. Hope- 
fully, they will give India the same 
quantum leap in development and 
image that ITS companies gave the 
country a decade ago. 
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Poor Initiative 
Why does it take reports from World Bank and 
ADB for us to be conscious of the extent of 
poverty in India (‘Limits Of Growth, BW, 8 
September 2008)? Economic reforms will 
soon begin to falter if the growth is not 
inclusive. Our poverty alleviation programmes 
are having little impact because of poor 
implementation and corruption. But it is 
shameful that we should always be blaming 
the government. The prime challenge is to 
shift workers from agriculture to industry and 
services sector. While this will help improve 
economic conditions of the poor, public- 
initiative programmes, such as the Teach India 
campaign by a publishing house, can promote 
social uplift and check illiteracy and 
unemployment. The youth of this country 
should do their bit — do something innovative 
and socially relevant to build a better India. 
Pavan Patel, management student, Bangalore 
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A Winning Tally 


Medals merely reflects a nation's sports culture, and one 
gold and two bronze is not a clean bill of health (How 
Business Is Reshaping Sports, BW, 8 September 2008). 
Companies taking an active role in sports development is 
good, but funding is not the major challenge; finding 
potential champions is. Also critical is to reform sports ` 

. administration — professionals need to replace the 
politicians heading sports bodies who have failed to deliver. 


Sunny Akhouri, Ranch 


The coverage of Olympics by DD Sports was pathetic. 
Corporates can team up with private channels to ensure 
that we get to see Olympian feats and our heroes get the 
much-needed limelight. 


Nitin Suresh, Kottayarr 


As you have rightly pointed out, we need to 
stop emphasising population growth as a plus. 
Somebody at the national level needs to 
highlight this problem, and a magazine like 
yours should do a cover story on whether 
India’s demographic size is a plus or a minus. 
Anil Bhardwaj, on emai’ 


Future Investors 
The financial sector in India is changing 
rapidly, but the equity-investing population is 
still very small (‘Another First, BW, 1 
September). A vast majority still don’t look 
beyond fixed deposits when it comes to 
savings. And this is because of lack of proper 
education. The introduction of currency 
futures at the National Stock Exchange only 
highlights this lacunae. Such complicated 
instruments — and the money spent on it — 
will fructify only when India finds new 
investors. The financial sector has now become 
knowledge-driven. Stock exchanges, brokers, 
financial bodies — every player in the financial 
sector should empower citizens to become 
investors by disseminating information. 
Pramod Kumar, Geojil 


Corrigendum 

In ‘Designing Brilliance’ (BW, 1 September), 
the winners of the BW-NID furniture design 
awards were Manoj Kothari of Onio and 
Manoj Ganjawalla of Godrej. 


Letters may have been edited for brevity. 
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Can | get returns 
without waiting endlessly? 


/ Kyon nahi! 








Quarterly 
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Bharti AXA Equity Fund 


*First dividend is envisaged to be declared only An Open-ended Equity Growth Fund 
after 6 months. Subject to availability of distributable surplus A i i 
By Aroor or essa: ir payoutie less than Rs. 10/- per unit plus applicable entry load 


Structured way of realizing your benefits 


Rs.500/., it will be compulsorily re-invested. 


Bharti AXA Investment Managers' new Quarterly Dividend Option NFO closes: October 1, 2008 
offers you a structured and disciplined way of realizing your 


E all, what's an investment if you can't reap its benefits b i i NVESTM E NT 
4 4 

You can also avail of Daily SIP and Eco Plan with the Bharti AXA Ia ti ; MANAGERS 

Equity Fund. 





[o fuel your ambition, reach us at: Tel: 1800-103-2263 (Toll Free) or Registered Office: Bharti AXA Investment Managers Pvt. Ltd. 
J20-40112300, SMS ‘INVEST’ to 5667777, 51, 5th floor, East Wing, Kalpataru Synergy, Opp. Grand 
Nww.bhartiaxa-im.com, Email: service@bhartiaxa-im.com Hyatt, Vakola, Santacruz (East), Mumbai 400 055. 


ory Details: Bharti AXA Mutual Fund has been set up as a Trust (under the Indian Trust Act, 1882) by AXA Investment Managers, Sponsor of the Fund. Trustee: Bharti AXA 
> Services Private Limited, a limited liability company. Investment Manager: Bharti AXA Investment Managers Private Limited, a limited liability company. The Sponsor is not 
sible for any loss resulting from the operations of the Scheme beyond the contribution of an amount of Rs.1 lakh made by it towards setting up the Mutual Fund. Risk Factors: All 
funds and securities investments are subject to market risks and there can be no assurance that the Scheme's objectives will be achieved. NAV of the Scheme may go up or 
epending upon the factors and forces affecting the securities market. Past performance of the Sponsors and their affiliates / AMC / Mutual Fund and its Scheme(s) do not indicate 
ire performance of the Scheme of the Mutual Fund. Investors in the Scheme are not being offered any guaranteed / assured returns. Bharti AXA Investment Managers Private 
|, being a newly set up AMC, does not currently possess prior track record of managing any funds in this category. This Scheme is the maiden Scheme in the equity scheme 
y being launched under its management. Bharti AXA Equity Fund - an open ended Equity Growth Fund, is only the name of the Scheme and does not in any manner indicate 
he quality of the Scheme, its future prospects or returns. Investment Objective: To generate income and long-term capital appreciation through a diversified portfolio of 
iinantly equity and equity-related securities including equity derivatives, across all market capitalizations. The Scheme is in the nature of diversified multi-cap fund. The Scheme 
roviding any assured or guaranteed returns. There can be no assurance that the investment objectives of the Scheme will be realized. Asset Allocation Pattern: Equity and 
‘elated securities* - 65% to 100%, Debt & money market securities/instruments# - 0 - 35%. *Investments in derivative instruments shall not exceed 50% of net assets of the 
), #no investments will be made in securitized debt. Terms of Issue: Units offered at Rs.10 per unit. Load Structure: Entry Load: Regular Plan - For investments less than Rs.2 
(0%. For investments of Rs.2 Cr and above - Nil; By a FOF (any value of investment) - Nil; As result of Dividend Re-investment - Nil. Eco Plan - 2.50%. SIP/ STP - 2.50%. 
onal Plan- Nil, Exit Load: Regular Plan - for investments less than Rs.2 Cr - 196, if redeemed within 6 months from allotment date. For investments of Rs.2 Cr upto Rs.5 Cr - 
if redeemed within 3 months from allotment date, for investments above Rs.5 Cr - Nil. Eco Plan - 1% if redeemed within 6 months from allotment date, Investments through SIP/ 
% if redeemed within 6 months from allotment date. Institutional Plan- Nil. Copy of the Offer Document / Key Information Memorandum can be obtained at any of our 
ir Service Center or AMC Website. Mutual Fund Investments are subject to market risks. Please read the Offer Document carefully before investina. 
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Indian IT services companies 
are shifting tracks to cope 
with the US slowdown. A look 
at the new strategies of five 
major players. 





Secret Pact 
A letter to the US Congress on the nuclear 
deal has put New Delhi on the defensive. 


Good News 
Tata Steel's performance tides over 


Corus's lower margins. 


Advantage Point 
ADAG is trying to cash in on wind 
energy major Suzlon’s problems. 


Saying Sorry 
Italy apologises to Libya for colonial rule, 


pays compensation too. 


Finding À Way 
A strong India-Asean partnership could 


offset China's influence. 


Weekly strategic corporate moves. 


As proponents of free markets, should 


India Inc. be asking for free land? 
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IN THE NEWS 
22 New Beginnings 


Expectations from the new RBI governor 
run high; so does faith in his ability. 


24: No Respite 


Airlines’ cost-saving measures will con- 
tinue despite cut in aviation fuel prices. 


25 Retail Rush 


French retail major Carrefour may 
tie-up with Reliance in India. 


IN DEPTH 
36 Downward Trend 


To battle slowdown, builders and develop- 
ers are wooing buyers with new options. 


98 Preventive Action 
Should we prop up our financial markets 
as the economy slows? 


40 Polling Dissent 


The government proposes to impose a ban 
on opinion polls during elections. 


42 Reality Bites 


China showed its might at the Olympics, 
but at what cost? 


46 Disappointing Launch 
iPhones high price tag in India has 
upset many Apple fans. 


IN VOGUE 
60 Digital Display 


Digital photo frames have stormed living 
rooms in India like never before. 


62 PetNames 
Dog lovers, such as Ratan Tata and Sunil 
Mittal, give uncommon names to their pets. 


Cover Design by Jyoti Thapa Mani 


63 Road Rage 


The new Yamaha R15 has caused a flutter in 
the market, despite a six-digit price tag. 


63 Writing In Style 
Old fountain pen makers are trying to revive 
their magic with new high-end collections. 


64: Bookmark 


Our traffic ways; exploring the spiritual 
India; and pangs of growing up. 


COLUMNS 


20 Omkar Goswami 
Singur, and West Bengal, are the victims of 
Mamatas destructive politics. 


26 Bill Emmott 


Subsidies to switch crops is better than 
banning opium farming in Afghanistan. 


BW & YOU 
O6 FEEDBACK 
51 CASE STUDY 
66 BW OPINION 





Photographs by Namas Bhojani, Shashi Kiran K. 
and Gireesh G.V. 
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The alumni networks of India’s prominent 
public schools have gone on an overdrive. 
Chitra Narayanan reports. 


Tushar Kanwar on how to turbocharge 
your iPhone using App Store 
applications. 
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INDO-US NUCLEAR DEAL 


In Letter And Spiri 


Was Prime 
Minister 
Manmohan 
Singh 
misleading 
the nation? 


A SECRET PACT? 
Indian Prime Minister 
Manmohan Singh with 

US President 
George Bush 





IN POLITICS, TIMING IS 
everything. The tim- 
ing ofthe release of a 
letter — 26 pages, no 
less — written by the 
US State Department 
to the US Congress on 
the Indo-US nuclear 
deal has created a se- 
rious credibility prob- 
lem for Prime Minis- 
ter Manmohan Singh. 
The Prime Minister 
had told Parliament 
in August last year 
that “the agreement 
does not in any way 
affect India's right to 
undertake future nu- 
clear tests" but the 
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letter's content sug- 
gests otherwise, giv- 
ing enough fodder for 
his political oppon- 
ents to accuse Singh 
of compromising na- 
tional security. 

But getting the deal 
blessed by the Nuclear 
Suppliers Group 
(NSG) was never 
going to be easy. And 
the US Hyde Act, 
which governs the 
deal, already incor- 
porates many ofthe 
NSG’s guidelines. 

The letter talks of 
the US not giving us 
‘sensitive’ technology. 
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That could very well 
be weapons technol- 
ogy. India has agreed 
to a voluntary mora- 
torium on testing; 
that gives us conces- 
sions on the use of 
reprocessed fuel. 

It would be naive to 
imagine there would 
be no consequences if 
we violated our own 
voluntary morato- 
rium; the NSG will 
not give us a free pass. 

The letter implies 
one thing: negotiati- 
ons with the NSG are 
going to be long. 

As finance minister 
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during the balance of 
payments crisis of 
1991, Singh was 
accused of entering 
into a secret agree- 
ment with the 
International Mone- 
tary Fund (IMF) that 
compromised India's 
economic sovereignt 
and bowing to the 
IMF' conditionality. 
But when Singh 
released the IMF cor 
respondence, there 
were red faces. 

So, Singh may wel 
have the last laugh — 
yet again. 

Srikanth Sriniw 


billion. The amount the US will spend to help rebuild Georgia, which was recently attacked by Russi: 


"A political and constitutional coup 


d'etat has started in the parliament.” 





TATA STEEL 


Looking Up 


Corus’s lower 
margins 
haven’t 
affected Tata 
Steel’s 
performance 


SHOWING RESULTS: 
Tata Steel’s margins 
for the first quarter 
are up 16 per cent 
from last year 


GDP GROWTH SPURT 


A CLOSE LOOK AT TATA 
Steel’s first quarter 
performance shows 
domestic sales outdid 
Corus’s contribution 
to consolidated reve- 
nues. Analysts say the 
company’s efficient 
and highly integrated 
Indian operations 
have been key: input 
costs are kept low by 
long-term contracts 
for iron ore and cok- 
ing coal. 

Corus, on the other 
hand, has been affec- 
ted by high commod- 
ity prices in Europe, 
impacting its profit 
margins. Also, this 
year, growth in global 
steel demand has coo- 
led to 6 per cent, co- 
mpared to 9 per cent 
last year; steel prices 


The US economy 
expanded faster than estimated in the 
second quarter 


US gross domestic product 


. 8 per cent quarter-to-quarter change - 
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Source: Commerce Dept. Bloomberg 
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have risen to about 


$1,200 per tonne, 
and Corus has been 
unable to pass rising 
input costs, and will 
be unable to do so in 
the medium term. 
But on the home 
front, despite the In- 
dian government's 
diktat on capping pri- 
ces — to curb inflatio- 





ter of financial year 
2009 are 16.1 per cent 
on a top line of Rs 
43,508 crore, up 39.6 
per cent. Lower dom- 
estic prices also mean 
higher profits if prices 
are revised upwards. 
Tata Steel's newly 
commissioned brow- 
nfield capacity expan- 
sion and other ones at 





Japanese Prime 
Minister Yasuo Fu- 
kuda has resigned. 
This is the second 
time in 11 months 
that a struggling 
prime minister is 
quitting. In Sept- 
ember last year, 
Shinzo Abe had 
quit in a similar 
fashion. Fukuda 
blamed the “obst- 
ructionist" opposi- 
tion parties for his 
decision. With the 
opposition contro- 


nary pressures and Jamshedpur would lling the upper ho- 
soaring inputs costs help offset further use, Fukuda was 
— Tata Steel's consol- setbacks. A chorus of unable to pass any 
idated operating mar- good news. major legislation. 
gins for the first quar- Sreevalsan Menon 

INFLATION 


FOR THE SAKE OF GHANGING 


THE INDIAN GOVERNMENT HAS 
accepted the proposal to shift the 
wholesale price index (WPI), 
which is used to track inflation, 
to a monthly series with effect 
from end-October as is the 
practice in the US. At present, a 
provisional index is computed on 
a weekly basis, which is revised 
fortnightly. | 
Though the large part of the 
audience focus exclusively on the 
provisional data, the fact is that 
the revisions tend to fluctuate a 
great deal. The proposal to go 
monthly comes with another one 
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on adding more items to make 
the index more current. - 

There seems to be some merit 
in the proposal for making ita - 
monthly index. It would be less 
volatile, and changes may not be 
very sudden, allowing people to 
adjust easily and steadily. 
decision is the government's 
obvious keenness to ward off too — 
much attention on the week-on- _ 
week inflation numbers, which at - 
their current highs have become 
a big political issue. A 


Hurricane Gustav 
struck the US Gulf 
coast on 1 
September — but at 
less speed than 


anticipated — 
reviving memories of 
the destructive 
Hurricane Katrina 
and Rita three years 
ago. In the picture, 
shrimp boats lie in 
the parking lot of 
the Pass Christian, 
Mississippi harbour 
after Gustav’s storm 
surge swept through 
coastal Mississippi. 


ENERGY 
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Shaky Winds 


Wind energy 
major Suzlon 
is facing a 
credibility 
issue in 

the US 





EVEN AS SUZLON ENE- 
rgy faces problems in 
the US on account of 
the blades in its wind 
turbines cracking and 
producing sub-par 
results, the Anil Dhi- 
rubhai Ambani 
Group (ADAG) is sni- 
fing on opportunity. 


The group is forming 
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a new company, 
Global Wind Energy, 
to make components 
such as blades, 
turbines and towers 
for wind energy 
companies. Along 
with the operations 
of ADAGs other 
company, Reliance 
Wind Energy, the 
group could soon 
become a fully inte- 
grated player in the 
wind energy sector. 
Butunlike Suzlon, 
which earns 60 per 
cent of its revenues 
from exports, ADAG 
plans to concentrate 
on domestic markets. 
For Suzlon, the 
challenge will not be 
limited to improving 
its image in the US; it 
will now have to 
brace for stiff compe- 
tition back home. 
Muthukumar K. 
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Advantage Home 


THE WORK-FROM-HOME CONCEPT SEEMS TO 
be fast catching up. In the near future, 
Wipro Technologies wants a third of its 
employees to work from their residences. 
While this will benefit employees who 
have trouble travelling long distances and 
those with health problems, the company 
will save on office space, power and water. 
“Tt is all about employee convenience,” 
says Laxman K. Badiga, chief information 
officer at Wipro. 
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Researchers at Philadelphia's Wistar Institute have identified the vital chemical responsible 
for the growth of cancer cells. This is expected to pave the way for a cancer cure. 





15 SEPTEMBER 2008 1 2 BUSINESSWORLD 


COUNTING CLICKS 


START 


VAKING MONEY 


BM helped Staples create a better, more efficient online experience, which 
ncreased their online conversion rate es 60%. Start turning browsers into 
buyers at ibm.com/doing/in/retail STOP TALKING START DOING 
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COLONIAL RULE 


PAYBACK TIME 


LAST WEEK, ITALY FOR- 
mally apologised to 
Libya for 30 years of ' 
colonial rule, during 
which an estimated 
100,000 Libyans 
. were killed. Italy's 
apology comes with a 
. $5-billion compensa- 
tion package — to 
be paid through in- 
vestments in Libya. 
This renews the 
debate over repara- 
tions for war crimes. 
Germany paid tre- 
mendous sums after 
it lost World War I. 
In 1963, even India 
received Y9 million 
from Japan for 
damages during 


A strong 
India-Asean 
partnership 
could offset 

China's 
influence 


STRONG SUPPORT: 
Singapore's Trade 
Minister Lim 

Hng Kiang (R) with 
India's Kamal Nath 






. have both apol- 


World War Il. 
Australia and 
New Zealand 


ogised for the 
almost system- 
atic destruction 
of the Aborigi- 
nal and Maori . 


communities ` 


over the past two 
centuries. 

Since Independe- 
nce, many Indians 
have demanded a si- 
milar apology for the 
British colonisation 
of India. However, 
others question whe- 
ther this is necessary 
considering the 
friendly relations bet- 


FITTINGLY, INDIA'S 
free trade agreement 
(FTA) talks with 

the 10-member 
Association of South 
East Nations (Asean) 
concluded in 
Singapore. 

The tiny nation 
strongly supports 
India's inclusion into 
the regional group as 
a credible balance to 
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ween the two coun- 
tries. They add that 
India’s present status 
as an emerging super 
power would not have 
been possible were it 
not for the singularly 
British ‘gifts’ of the 
English language and 
a parliamentary 
democracy. 
Pierre Mario Fitter 


TRADE TIES 


REUTERS 
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|. MOST POWERFUL WOMEN 


Angela Merkel 
Sheila C. Bair 
Indra K. Nooyi 
Angela Braly 
Cynthia Carroll 
Irene B. Rosenfeld 
Condoleezza Rice 
Ho Ching 


Anne Lauvergeon 


10 Anne Mulcahy 


A New Way 
Forward 


Asian giant China. 
The FTA, which 
will come into effect 


on 1 January 2009, is 
the latest firm step in 
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India’s own ‘Look 
East’ policy. 

Introduced by the 
then Prime Minister 
Narasimha Rao in 
the mid-1990s, the 
policy is aimed at 
countering China’s 
influence in South- 
east Asia and is 
partly a response to 
Chinas attempt to 
curtail India’s 
growing influence in 
the region. 

But India has a lot 
of catching up to do, 
China-Asean trade 
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Source: Forbes ! 


crossed $200 billion 
this January, while 
India-Asean trade 
was just $38.4 billion 
for the financial year 
2007-08. Commerce 
Minister Kamal Nath 
says that the trade is 
projected to reach 
$48 billion this year. 

The new FTA, 
which presently 
focuses on goods 
would benefit sectors 
such as steel, auto 
components and 
engineering goods. 

It will be extended 
to services and 
investment by 2012. 
This should help 
India close the gap in 
South East Asia — 
economically and 
politically. 

Pierre Mario Fitter 


^ billion dollars. The tax cut announced by the South Korean government to spur the economy. 
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etto The week's strategic moves and the movers who made thei 





Trade winds 
Suzlon Energy is 
acquiring Portugal's 
Martifer SGPS's 22.5 
per cent stake RE- 
power Systems for 
$395 million. "This 
will take Suzlon's 
stake in REpower to 
about 90 per cent 
and put both compa- 
nies in a stronger 
position, says Tulsi 
Tanti, Suzlons CMD. 


Goke gulps down 
Chinese firm 
Coca-Cola is acquir- 
ing Chinese juice 





SANJIT KUNDU 


maker China Huiy- 
uan Juice Group for 
$2.3 billion. 
"Huiyuan is a long- 
established and suc- 
cessful juice brand in 
China, and is highly 
complementary to 
the Coca-Cola China 
business, says Muh- 
tar Kent, chief execu- 
tive of Coca-Cola. 
Huiyuan is partly ow- 
ned by the French 
food company Gro- 
upe Danone (23 per 
cent) and US private 
equity firm Warburg 
Pincus (6.8 per cent). 
Coca-Cola will buy all 
Huiyuans outstand- 
ing shares and take 
the company private. 


Maximum 
optimisation 
US-based device soft- 
ware optimisation 
provider Wind River 
has acquired South 
Koreas MIZI Resea- 


BLOOMBERG 


rch, which develops 
mobile application 
platforms based on 
embedded Linux. 
“We expect to gain 
access to world-class 
mobile expertise and 
accelerate mobile ser- 
vices presence in Asia 
Pacific,” the company 
said in a statement. 


Raising the bar 

Tata Motors will raise 
about Rs 4,200 crore 
through a rights issue 
to pay for its acquisi- 
tion of Jaguar and 


Land Rover. About 
half of these new 
stocks will have dif- 
ferential voting 
rights. This is the 
first time such instru- 
ments are being 
issued in India. 


A tighter future 
Kishore Biyani's 
Future Group is 
responding to the 
tightening in con- 
sumer spending by 
cutting Rs 165 crore 
in costs. The group, 
which spends about 
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Rs 500 crore a year 
on advertising, will 
cut ad-spend by 20 


per cent — a saving 
of Rs 100 crore. It 
will also cut 1 per 
cent of its employee 
costs — Rs 65 crore 
— by reducing recru- 
itments and redeplo- 
ying people in its var- 
ious businesses. “In- 
stead of external hir- 
ing, we have redeplo- 
yed a part of our peo- 
ple resources from 
our mature business- 
es to the new ven- 
tures,” says Biyani. 





 BW-THOMSON REUTERS PE DEAL TRACKER - 


August The Asian PE market saw 635 deals worth $705 billion as 
on 31 August 2008. China was the largest market in the region with 212 — 
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PE investments by nation 
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INVESTOR DEAL SIZE | 
NATION (SM) | : 
: | 93 Australia 
RSP Architects Planners & Engineers BPEP International _ Hong kong 100.00 
Indu Projects Credit Suisse Private Equity ` US 77.00 — 
Cotton County Sequoia Capital India India 2241 8 - 207.00 Taiwan 
MedPlus Health Services NEA-IndoUS Capital Advisors, India 25.00 
2 Undisclosed US investor — . " Hong Kong 
Seventymm Services NEA-IndoUS Capital Advisors, India, 12.50 144.10 
Matrix Partners, . US, 
Draper Fisher Jurvetson, US = E 53.80 —— IIB No. of deals 
ePlanet Ventures, ; i 
A CIN. ‘Undisclosed US investor — i m Vietnam Uy Deal value 
Azure Knowledge Corporation ‘Greater Pacific Capital lí eee eee E ||. 38.60 
Tree House Edu. and Accessories Matrix Partners US : 7.00 
Attero Recycling NEA-IndoUS Capital Advisors, India, 6.30 
| Draper Fisher Jurvetson US 
Marck Biosciences _ IFCI Venture Capital Funds ^ India 4.60 400 800 1,200 1,600 2,000 2,400 2,800 
- — Basiz Fund Accounting KPO  NEA-IndoUS Capital Advisors India 2.00 Deal value in $million 
- Figures for 13-31 August 2008 eese QUA 2» | Figures for 1 January-31 August 2008 
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New honcho 

L&T Infotech, the IT 
arm of Indias largest 
engineering firm Lar- 
son and Toubro, has 
appointed Sudip 
Banerjee, former pre- 
sident of enterprise 


Power move two stages by the end 
Anil Aggarwals of 2009 and elimin- 

. Vedanta Resources is ate 9,000 jobs, inclu- 
constructing a1,980- ding 6,500 in Germ- 
MW thermal power any, with Blessing re- 
plant at Talwandi taining the combined 
Sabo in Punjab. The — entity’s top post. 

Rs 10,000-crore 





project will be exe- Second chance ; solutions at Wipro 

cuted on a build, own Vijay Mallya’s Š Technologies and di- 

and operate basis. Kingfisher Airlines - rector on the advis- 
will raise $400 n ory board of Azim 

Merger of equals million by March Premji Investments, 

Germany's second next year. The airline Goldman Sach's NMDC does it alone as CEO. Banerjee will 

largest bank, Comm- had earlier tried to India entry National Mineral drive the IT major's 

erzbank, has acqui- raise $300 million, Goldman Sachs has Development Corpo- ambitious growth 

red the country's but it did not fructify received the regu- ration (NMDC) is plans and add strate- 

third largest, Dres- due to adverse mar- latory approval nec- investing Rs 12,000 gic depth to its wide- 

dner Bank. This ket conditions. essary to start an crore in a 3 million ranging offerings. 

$14.3-billion deal asset management tonne steel plant in 

will make the group company in India. Chhattisgarh. Last 

more competitive on The US-based com- year, three public 

an international le- pany has appointed sector units — Steel 

vel, says Martin Bles- Adam Broder as CEO Authority of India, 

sing, chairman of Co- and Prashant NMDC and Rash- 

mmerzbank. *We are Khemka as chief triya Ispat Nigam — 


seizing a unique opp- investment officer of had joined hands to 





ortunity with the pu- € Goldman Sachs Asset — set up the plant, but 
rchase of Dresdner” š Management Co. later NMDC decided 
Commerzbank will š (India), the company to do the project 
take over Dresdner in š said in a statement. all alone. 
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As proponents of free markets, should 
India Inc. be asking for free land? 


We asked... Amit Mitra, secretary-general, Federation of Indian Chambers of Commerce & Industry; P.B. Sawant, 
former Supreme Court judge; Saroj Jha, partner, FoxMandal Little; Rajeey Jalota, chief executive officer, Maharashtra Industrial 
Development Corporation; S. Sharma, chairman and managing director, National Thermal Power Corporation; Vaibhav Puri, 
independent strategy consultant; Nitish Mittersain, chief executive officer, Nazara Technologies; Harsh Shrivastava, senior vice- 
president, Feedback Ventures; Srini Rajam, chairman and chief executive officer, Ittiam Systems. 





66 How can one build the world’s — 55 Land that has been promised $6 Ifland is acquired, local farm- 


cheapest car while paying for should be given free of all ers should be protected. States 
expensive land? 95 encumbrances. ® © should not profit from this. 5 8 
Vaibhav Puri, independent S. Sharma, chairman and Saroj Jha, partner, 
strategy consultant managing director, NTPG FoxMandal Little 


Yes 
569/o 


No 
229/o 


Maybe 
229/o 


YES BECAUSE: Land, along with labour and capital, is one of the basic pre-requisites for 
economic activity. Industries need timely access to land if they are expected to compete in a global 
market. All globally competitive nations have special economic zones, where regular corporate laws and 
regulations are replaced by more business-friendly rules. India should not be any different, particularly 
given our growth ambitions. Land that has already been promised should be given free of all 
encumbrances. Economic activity eliminates poverty by bringing in investment, improving infrastructure, 
and finally increasing jobs and real wages. So, the government should provide industry with whatever 
they require to function, including complete infrastructure, land and constant power supply. 


NO BECAUSE: In the freest form of capitalism, there are no tariff and non-tariff barriers to 
trade. Unfortunately, capitalism doesn't work like that in the real world. Industries still need sops and 
incentives to stay competitive. However, land should not be one of these. Unlike workers, machines or 
financial incentives, land is a finite resource; its acquisition is a zero-sum game. If someone acquires a 
piece of land, someone else has to give up their rights to that same land. If a seller decides not to sell his 
land, then a company cannot force him to vacate it. Therefore, if India Inc. needs land, it should pay a 
fair price for it, which takes into account the profits that will flow from using that land. In addition, a 


as the building of a metro line or a major highway then, yes, land should be free or subsidised. But for 
operations such as car factories or IT parks, future profits should certainly play a role in deciding the 
price. The challenge is in making sure that ownership of the land is transferred at a fair price. The Land 
Acquisition Act, which allows state governments to acquire land for industries, does not exactly define 
what is adequate compensation, but there are enough judgements from the Supreme Court and the high 
courts that set a precedent for such compensation. Furthermore, state governments should try to 
develop supportive infrastructure in wasteland areas so that farmland is not needed for industries. 
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The Growth 
Barricade 


by omkar goswami 


THERE IS A WEST BENGAL THAT ITS CHIEF MINIS- 
ter, Buddhadeb Bhattacharya, projects to 
businessmen. It is of a state whose people are 
industrious; whose bureaucracy is helpful; a 
state that wants major private investment in 
manufacturing and services. The official 
website of the state government proclaims, 
“Investors Are Headed For West Bengal”. 
And when you click on an applet titled ‘Ad- 
vantage West Bengal’, up pops a Mao-esque 
slogan, “West Bengal is on the Move. Join us 
in this Glorious March”. 

Queering Bhattacharya’s pitch is a differ- 
ent reality. Except at the very top, the bu- 
reaucracy just doesn't work. ‘Aaj hobeyna’ 
(Can't be done today) is as much a Pavlovian 


$ 


What we 
are seeing 


Yes, agricultural growth helped. With a 
per capita rural expenditure of Rs 6,839 in 
2004-05 (NSS, 61st round), West Bengal 
ranked 12th among the 20 major states. 
However, it is not much different from Assam 
or UP, neither of which rank as advanced 
states. Moreover, there has been little addi- 
tional income from industry and services. 
Thus, with stagnant agricultural productiv- 
ity, there just isn’t enough non-agricultural 
income to create a better life for the rural 
populace. This is the prism through which 
one should see Singur. Forget for the moment 
the kudos that West Bengal would earn for 
having the most visionary car project in the 
world being located in the state. The Nano, 
with all its ancillary plants, will create the 
much-needed extra employment and income 
in a region that is not even ranked in the top 
one-third of India's districts — far more than 
what agriculture will be able to offer. 

At their intellectual best, Mamata Baner- 
jee and her ilk suffer from a grand delusion 
that agriculture alone will make marginal 
farmers significantly better off. It can't. The 
salvation of rural India lies in more industry 


reaction of today's babus as it was three at Singur and services. Rural India accounts for 48 per 
decades ago. Tens of millions of unemployed is a battle cent of the country's GDP; while agriculture 
Bengalis desperately seek jobs that don't ex- comprises 18 per cent. Thus, over 62 per cent 
ist. Once-thriving cities such as Durgapur between of rural Indian income comes from various 
and Asansol have become industrial waste- a visionary types of industry and services. And their 
lands. Agricultural growth — once the pride dM , share has been increasing in many states, 
of CPI(M)’s agrarian reforms programme — an amata s faster than West Bengal. 

has petered oe ne E no ius destructive 3t de is i ap ee. Eae: 
support even a third of the rural population; TA. tual best. It 1s about her controntationa 
ead is hardly enough small- id medium- politics worst. A visionary called Ratan Tata is com- 


scale industry and services to support the 
other two-thirds. And since the second half 
of the 1960s, West Bengal is the only state where bandhs are 
not only a part of daily life, but are repeatedly called by the 
government! Thus, when the chief minister dares to speak 
against strikes, he is officially censured by his own party. 
Almost evety economic indicator suggests decay. Consider 
the 2001 Cerisus, and focus on rural West Bengal, where 
there has apparently been the greatest progress. If we look at 
a composite index of things such as pucca houses, electricity 
connection, bank accounts, ownership of televison and two- 
wheelers, Hugli (where Singur is located) is the best district 
in the state. How good? Its rank is 192 in the country, or be- 
tween the 35th and 40th percentile from the top. Rural 
households in 10 districts, with over 37 million population, 
rank among the bottom 30 per cent. So, in terms of owner- 
ship of assets and amenities, 65 per cent of West Bengal's ru- 
ral population in 2001 ranked in the bottom 30 per cent of 
all districts in India. 


mitted to changing the landscape of Hugli 

for the better. He faces a destructive force 
called Mamata who is firing her salvos from the shoulder of 
poor peasants, and those who know no better than raise slo- 
gans and create blockades. As I write this, we don't know the 
Singur outcome. But if it were to lead to Tata pulling out, it 
will scar the state immeasurably. That's a given. 

The CPI(M) too has to shoulder some blame. Bhat- 
tacharya may be talking about investment climate. But his 
party has been brought up on a diet of confrontation with 
business — a rich 40-year regimen of bandhs, gheraos, 
strikes and ‘Amader daabi maante hobey (Our demands 
must be met). Now, in the evening of their lives, they find 
that the arch enemy has pinched their trump card and re- 
paying them in spades. The victim: West Bengal, which 
sinks with every passing day. Make no mistake about it. 





The author is chairman of CERG Advisory. 
omkar.goswami@cergindia.com 
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-Expectations 
from the new 
RBI governor 
run high; so 
does faith in 
his ability 


GETTING READY: 
India’s new Reserve Bank 
governor D. Subbarao 


AMIT VERMA 
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THE CHANGE OF GUARD AT MINT STREET IS SET TO 
usher in an era of straight talk and unambigu- 
ous policy signals. At least, that’s what colleag- 
ues of the incoming Reserve Bank of India 
(RBI) governor believe. As finance secretary 
they say, Duvvuri Subbarao expressed his views 
very clearly and was never ambiguous. 

The 1972 batch officer of the Indian Adminis- 
trative Service from the Andhra Pradesh cadre 
also has a reputation for never mincing words, 
but genially and collegially. A number of his for- 
mer colleagues at North Block describe him as 
business-like and clear in sharp contrast to his 
more guarded predecessor Y.V. Reddy. 

Reddy’s cautious pronouncements earned 
them the sobriquet of Reddy’s Riddles. Like most 
central bankers, the outgoing governor believed 
that while being stable, the conduct of monetary 
policy must also retain an element of surprise. 
“Subbarao is likely to be the opposite of Reddy as 
he doesn’t believe you can add an additional risk 
of sending cryptic signals to the market,’ says a 
joint secretary in the finance ministry, who has 
worked very closely with him on many policy 
matters. “He does not believe riddles are the mos! 
effective way of communication.” Question Sub: 
barao himself about the method of riddles anc 
he wonders aloud, “Would it be advisable?” be- 
fore suggesting personalities can’t change at his 
“ripe old” age of 59. His anxiety over the magni- 
tude of his new job is apparent: “I will try to de 
my best to live up to the big challenge and re: 
sponsibility, but first I will have to study it.” 

Subbarao’s appointment — Finance Ministe 
P. Chidambaram announced a three-year term 
with a possible extension to five — comes at : 
time when the economy is growing at its slowes 
rate in 14 quarters, and the rate of inflation ha 
hit a 13-year high. Reddy has raised interes 
rates consistently since 2004 to rein in runawa; 
inflation, and Subbarao is not expected depar 
significantly from this anti-inflationary stand 
He had told BW in an interview earlier (se 
"There Can't Be Painless Adjustments, BW 
20 June 2008) that he believed the RBI's deci 
sions to raise interest rates were appropriat 
given the current high levels of inflation. 

At the same time, he also emphasised growtl 
and the need to raise India's investment to GD] 
ratio from 37 per cent and improving the pro 
ductivity of the economy to lift growth. Will hi 
take on exchange rate policy change? “The ex 
change rate is a double-edged sword,” Subbara 
had said then. “An appreciating rupee is goo 
for imports. On the other hand, a depreciatin; 
rupee is good for exports.” 

Despite his academic bent — he is an econo 
mist with a PhD from Andhra University and ha 
worked at the World Bank — Subbarao is not on 
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to inflict paralysis by analysis, and is adept at 
moving ahead, a rare skill in a bureaucrat. “His 
.motto is: why should best be the enemy of good?” 
says a colleague at North Block. His reputation 
for resolving different points of views is a gift, say 
sources; he used it in the High Level Committee 
on Capital Markets to single-handedly drive the 
proposal on exchange-traded currency futures 
(ETCF). Working behind the scenes, they say, 
Subbarao reconciled the divergent views of the 
RBI, the finance ministry and the Sebi; last week, 
ETCF became reality. 

Subbarao exemplifies the government's effo- 
rts to progressively bring down the age of regu- 
lators, especially in the financial sector. It is not 
by accident that the new heads of regulators 
seem to be from a younger generation — all 
recent appointees were born in post-Indepen- 
dence India. So the lanky IIT-Kanpur alumnus 
and Humphrey Fellow at Massachusetts Insti- 
tute of Technology is tech-savvy: Subbarao does 
the bulk of his communication and coordina- 
tion on emails and SMSes. His subordinates 
call him accommodative: he allows them enor- 
mous space to present opposing points of view. 

He also enjoys cordial relations with his supe- 
riors — with Prime Minister’s Economic Advi- 
sory Council’s (EAC) former head and Rajya 
Sabha member C. Rangarajan for instance, who 
himself held the top job at the RBI. Prime Minis- 
ter Manmohan Singh’s faith in Rangarajan’s as- 
sessment of Subbarao’s ability is said to be a big 
source of Singh’s confidence in him, which has 
resulted in his quick transition from being secre- 
tary in the EAC to being the RBI governor. 

Even with his excellent track-record and cre- 
dentials, Subbarao will still have some big shoes 
to fill. The interventionist Reddy predicted the 
intense global commodity and fuel price pres- 
sures in October 2006, took a tough stand on 
the controversial capital inflows via the partici- 
patory notes, for example. Many in the financial 
markets accept — even if grudgingly — that 
Reddy will be a tough act to follow. Immediately 
after he announced Subbarao’s appointment, 
Chidambaram placed on record the govern- 
ment's “deep appreciation" for Reddy. “He led 
the RBI with distinction through a period of 


The imperative of policy continuity at the RBI put three contenders 
in the race for the top job on Mint Street — the incumbent 
Y.V. Reddy (by an extension), RBI Deputy Governor Rakesh Mohan 
and Finance Secretary (FS) D. Subbarao. Reddy pulled out on 


. health grounds, and Mohan lost out due to disconnect between his 


oft-articulated views on the role of monetary policy and the politi- 
cal compulsion for New Delhi to swiftly and effectively gain control 


. over inflation. Mohan, who served as the secretary in the depart- 
ment of economic affairs (DEA) at the finance ministry and as chief 


economic adviser (CEA) to Finance Minister (FM) P. Chidambaram 
before being moved to the RBI in 2002, is an advocate for limiting 
monetary policy intervention to interest-rate management. He 
believes in letting market forces determine the forex rate. At a time 


of politically unsustainable levels of inflation, the government, 


however, was looking for a candidate more sensitive to its priorities. 
As FS, Subbarao has been vocal over the need to rein in inflation. 
The choice for the post appeared clear, and the decision was 
accordingly made late last week. Mohan's tenure at the central 


. bank is also likely to end: he cannot be reporting to a man who was 


his equal in the hierarchy. On 2 September, FM summoned Mohan 
back from a US trip to check with him if he would like to replace 
current World Bank executive director Dhanendra Kumar in Wash- 


 ington DC; apparently, Mohan accepted promptly. It is speculated 


that secretary of civil aviation Ashok Chawla has a good chance of 
being nominated to take Subbarao's place as secretary at the DEA. 


change and rapid growth,’ the finance minister 
said. “We warmly thank him for his services." 


If Subbarao has a vulnerability, it may be that 


he is perceived as more pliable by political in- 
terests in New Delhi, according to one central 
bank watcher. And there's a lot to be done, such 
as pushing through second-generation reforms 
in the financial sector. Mint Street could look 
forward to major moves towards making RBI a 
modern central bank, say sources in the know of 
his views on the subject. His first stint at the de- 
partment of economic affairs was during 1990- 
93, when economic reforms were initiated by 
Manmohan Singh. Could Subbarao leave his 
signature not only on currency notes, but also 
on the central bank itself? 
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aviation 


A Different 


Airlines’ 
cost-saving 
measures 
are set to 
pinch fliers 
further 


RAW DEAL: Customers 
may soon have to pay 
service charge to agents 
for buying air tickets 


Route 


by Feroz Ahmed 


THE 16 PER CENT CUT IN AVIATION TURBINE FUEL 
(ATF), to roughly Rs 60 per litre from about 
Rs 72 per litre, across the country must come as 
a timely succour for the bleeding Indian airline 
companies that have lost nearly Rs 5,000 crore 
over the past year. However, airlines are unwill- 
ing to pass on this reduction in cost to customers 
in the form of reduced ticket prices, even though 
the passenger traffic has been falling since June. 
Ticket prices — due to increase in base price, 
taxes, fuel surcharge and charges for airport use 
— have gone up nearly 50 per cent this year. 

In fact, airlines are no longer chasing growth 
and marketshare. They are more focused on 
cost-savings and increasing per passenger rev- 
enue currently. The routes with less load factor 
have been suspended. The number of daily 
flights by all Indian airlines put together is esti- 
mated to have gone down by about 12 per cent 
in August compared with April this year. 

The trickiest measure undertaken by airlines, 
including Air India, Jet Airways and Singapore 
Airlines, is to stop paying commission to agents 
on ticket sales from 1 November 2008. Cur- 
rently, agents are paid 5 per cent commission on 
the value of the ticket sold — they sell about 90 
per cent of all airline tickets. The airlines want 





AMIT VERMA 


the agents to charge customers for their service 
thus shifting the burden to passengers. The air- 
lines are also bargaining hard with the global 
distribution services (GDSs) to lower the fee foi 
putting their inventory on agents’ terminals, anc 
may eventually stop paying GDSs too and ask 
them to charge the agents instead. “Though the 
total cost of selling tickets is less than 10 per cent 
of the airlines’ total costs, they are trying to save 
on whatever they can,’ says Deep Kalra, CEO o 
Makemytrip.com, an online travel agency. 

Protests from India’s 3,000-odd accreditec 
agents and about 50,000 sub-agents have suc: 
ceeded in only postponing the zero-commissior 
start by a month — from October to November 

While the agents accept the inevitability o 
the shift from commission earnings to fee 
based earnings, they are worried about th« 
transition. George Kutty, head of the northerr 
chapter of the Travel Agents Federation of In: 
dia, says it will be hard to get customers to pai 
fee as a percentage ofthe ticket price. 

Avinash Kakkar, CEO, Mercury Travels, : 
part of the Oberoi Hotels group, says that there 
is no alternative to selling airline tickets to sta; 
in travel business. “Even if you are a large, diver: 
sified agent, customers come to you for airline 
tickets first, and then buy other services such a: 
hotel booking and holiday packages from you, 
he says. The way out, according to Kalra, is tha 
the airlines charge customers for buying ticket: 
on their websites and call centres too. “The: 
have to create the culture of customers paying : 
service fee for buying tickets." 

GDSs are also being squeezed by airlines fo 
cost-savings. According to Ankur Bhatia, CEO 
Bird Group, that handles GDS firm Amadeu: 
operations in India, Amadeus has given signifi 
cant rebates to airlines, bringing the transac 
tion fee per ticket down to about Rs 100 fo 
economy class and Rs 200 for business class. 

Philippe Chereque, senior vice-president, cor 
porate strategy at Amadeus, says airlines are try 
ing to disaggregate the cost of tickets to give thi 
impression of tickets being cheaper on the on: 
hand, and pull customers to their own ticket 
selling sites to avoid price comparison with wha 
online and offline agents offer. 

While airlines are not willing to discuss th 
matter, analysts believe that irrational exuber 
ance in route expansion, staffing and sheer ba: 
management have as much to do with the air 
lines' woes as the fuel prices and agent commis 
sions. *The industry should realise that the ex 
pense is in the packing and not in the peanuts 
says one. 





With inputs from Vishal Krishn 
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retail major 
Garrefour 
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by Vishal Krishna 


THE ACTION IN THE RETAIL INDUSTRY IS HOTTING 
up. With the entry of Walmart and Tesco into 
India, it is only a matter of time before Paris- 
based retail giant Carrefour announces its tie 
up with an Indian retail arm. Sources within 
Reliance Retail told BW that they were in talks 
with Carrefour for partnering in a cash-and- 
carry model. Although, when contacted, the 
spokesperson for Reliance Industries (RIL) 
denied any talks. Asked if Reliance Retail was 
considering hiving off parts of its supply chain, 
he declined to comment, stating “this is an 
internal issue”. 

The concern appears to be that a public dis- 
cussion would be tantamount to giving away 
their competitive advantage. Carrefour officials 
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were not available for comments. 

RIL also recently announced that it would set 
up 50 wholesale stores as back-end support for 
Reliance Fresh, the group’s front-end store. 
When one combines the food and grocery stores 
and the dairy processing business, the 
combined loss of RILS retail arms for 2007-08 
is around Rs 18.14 crore. 

Analysts say that a large group such as 
Carrefour would look for someone with experi- 
ence in integrating the supply chain as its local 
partner. “Indian retailers are still grappling with 
technology, let alone the ability to build a supply 
chain that connects the farmer to the consumer,” 
says Pinaki Mishra, partner and leader, con- 
sumer services, Ernst & Young, the global 
consulting firm. 

RIL has invested Rs 25,000 crore in its retail 
arms, and aims to source directly from farms. 
But its stores have had issues in offering fresh 
produce to consumers. Managing the back-end 
for its 600 stores has also been a hassle. The 
company has outsourced its inventory opera- 
tions to UK-based supply chain solutions com- 
pany, Wincanton. To spruce up its front-end it 
has tied up with two other UK companies, 
Marks and Spencer and Hamley Toys. 

Carrefour, analysts say, could bring in the 
technology, but factors such as transportation, 
process integration, cold chain and agro know- 


ledge are still absent to a large degree. “Most of 


the sourcing and transportation is done by 
third-party distributors in India,” says Mishra. 
“Retailers follow the asset-light model, creating 
the chain is an expensive proposition.” The 
supply chain is critical to pricing efficiency. It is 
a problem that all other retailers face. “All retail 
stores have struggled to offer choice and cheap- 
est prices,’ says Ajay D’Souza, an analyst at 
Crisil, the rating agency. 

Reliance also has plans to launch large hyper 
store formats — above 120,000 sq. ft — in four 
major metros, in addition to the ones it has in 
Gurgaon, Jamnagar and Ahmedabad, branded 
Mart and Super. The French retailer’s hunt for 
‘a suitable boy’ continues. 





vishal.krishna@abp.in 


(intel 


With UP to 5x better wireless performance, 
It S our best-performing 
notebook technology ever. 


dto ds m 


PS ay WIS Set a RIT 
TE Bev U Va. Sa SE 








inning The 
Opium War 


by bill emmott 


` THERE IS A STRANGE INCONSISTENCY IN THE WAY 
farmers are treated by western countries. If 
they grow wheat, or sugar beet, we pay them 
subsidies, sometimes to produce more, some- 
times to produce less. But if they grow coca or 
opium poppies, we send in soldiers and heli- 
copters to try to eradicate their crops by force. 
That, at least, is the policy being used in 
Afghanistan and Colombia. That policy, said 
the top anti-drugs official at the United Na- 
tions, Antonio Maria Costa, this week, is fail- 
ing. So why not consider the alternative, tried 
and tested for more than four decades in the 





goals: it would cut the supply of opium to the 
heroin trade, forcing up street prices and dis- 
couraging drug use; and it would generate in- 
stant support for Karzai and the West from 
all the farmers, and their neighbours who 
benefited, depriving the Taliban of income, of 
support and of recruits. The value of those 
achievements should be reckoned against the 
huge cost and the macroeconomic challenge: 
a successful policy would save billions in se- 
curity costs and in the social costs of heroin 
use in the West. That latter benefit would ad- 
mittedly be uncertain: users and dealers alike 
might simply switch to other cheaper drugs. 
So why hasn't this been done already? The 
British government, in fact, is tentatively be- 
ginning to advocate this solution, which is a 
nice irony since Britain has long been a fierce 
critic of CAP. The reason why it hasn't been 
done probably begins with the fact that the 
drugs trade is illegal. Paying people to stop be- 
ing criminals is rarely popular. But this is an 
unreasonable objection: the farmers, unlike 


European Union: farm subsidies, to persuade Banning drugs traders and pushers, are surely victims 
e hu Med "OIM 
ocho of the ob that is used to at opium in Adiindictan nor d coca-producing coun- 
heroin, For poor Afghan farmers struggling Afghanistan ties of Latin Ameriss are ke the EU 
roads or railways and with water scarce, isn't working; that farmers would pocket the bribes and go 
pot tem viene a beit atom.” UMEN omens MUR fo thee oni be om 
concern to them, for it occurs thousands of switch to progress; another that the scheme would be 
miles away in Europe and North America. other crops vulnerable to massive fraud and corruption. 


Moreover, the profits from the trade in 
opium and, increasingly, in locally made 
heroin, provides income for the Taliban in- 
surgents, who are challenging the West- 
backed government in Kabul led by Hamid Karzai. 

The result is that the West, along with President Karzai, is 
caught in a trap. Using force to punish farmers is ineffective: 
the UN believes that production in Afghanistan has fallen in 
2008 by only 6 per cent, and that was mainly due to a drought. 
Also, it alienates the very local people that the West wants to 
get onto its side in the fight against the Taliban. Doing nothing 
would also be bad — there would be less alienation, but there 
would be plenty of opium and plenty of opium trade to provide 
income for the Taliban and other criminals. 

On the face of it, the solution looks obvious: introduce a 
version of the EU’s common agricultural policy (CAP), and 
pay Afghan farmers to switch to other crops. Like any mas- 
sive flow of aid, it could pose problems of macroeconomic 
management, and if the subsidy programme were very large 
— as it would need to be — it would risk causing inflation. 

Yet if the policy worked, it would achieve two valuable 


A further objection is that these subsidies 
would just force opium production to move 
to another country, meaning that true con- 
sistency would require the subsidy pro- 
gramme to be extended worldwide to all potential producers 
of the most harmful drugs, making the cost incalculably 
high and requiring the programme to last forever. 

Those are powerful objections, but for two points: the first 
is that the current anti-opium policy is failing anyway; the 
second is that Afghanistan is more important than other 
countries that might start producing opium, thanks to the 
operations of the Taliban and Al-Qaeda there and in neigh- 
bouring Pakistan. There is only one other alternative policy: 
that of legalising drugs such as heroin and cocaine in Europe 
and America, in order to cut the criminal profits from the 
trade, and to start to reduce demand by other means. But nc 
politician is willing to advocate drug legalisation. Using ar 
Afghan version of Europe's CAP is surely worth considering 


might 





The author is a former Editor of The Economist 
policyworld.bw@gmail.con 
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‘hese signature Sarovar hotels lay great emphasis on providing the business and leisure traveller premium quality of stay 
at an absolute value for money. Catering to the young and savvy executive of today, the No frills concept 
cuts away the ornamentation and thus significantly reduces the price. 


Our two brand new hotels are: Aditya Hometel at Ameerpet, Hyderabad located 
in the centre of the new city and the business district of the twin cities: 
Grand Hometel at Malad, Mumbai in the heart of the IT hub and near Mumbai’s largest mall InOrbit. 
Absolutely cheerful and vibrant, infusing freshness, energy and warmth that is our brand of Hometel. 


Aditya Hometel Grand Hometel 
Adjacent to Satyam Theatre, Balkampet Road, 1406/11, Chincholi Bunder, Next to InOrbit Mall, 
Ameerpet, Hyderabad - 500 038. Off: New Link Road, Malad (West), Mumbai - 400 064. 
Tel: +91 40 6630 8888. Fax: +91 40 6630 8989. Tel:+91 22 2879 7979. Fax:+91 22 2879 7777. 
Email: ahh@sarovarhotels.com Email: mmh@sarovarhotels.com 
92 Guest Rooms. 92 Guest Rooms. 
Flavours - All Day Dining. Flavours - All Day Dining. 
Meeting and Banquet facilities Stardust - The Bar. 
for upto 20 people. Board Room. 
Business Centre. Gymnasium. 
Travel Desk. Swimming Pool. 
Wi-Fi. Wi-Fi. 


yourscreatively@yahoo.com 


Hometel Locations: Bengaluru Hyderabad Mumbai 
Opening Soon: Baddi Chandigarh Chennai Gurgaon Jaipur Ludhiana Pune 
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PRIVATE conversa- muri who heads the bank- 
tion with Infosys co- ing and capital markets 
chairman Nandan business unit at Infosys. 
Nilekani veers towa- “But customers will get back on 
rds the likelihood of track before long.” 
an early election in But investors are still worried. 
India. Nilekani is unruffled atthe “The difficulty in finding newer 
prospect. “I’m more interested in markets to decouple from the US 
the US presidential election than quickly" looms over Indian ITS, 
the Indian elections; he demurs. says Manoj Mohta, head of Crisil 
Nilekanis comment exemplifies Research. With ITS stocks still lan- 
how much Indian IT firmsrely on guishing, Mohta says the Indian 
Ze the US, where most companies ITS companies’ future could be 
irs oa earn more than half their revenues grim as “wage inflation, and an in- 
i1 h @ FY 2005-06 FY 2007-08 E (see graphs). ability to pursue inorganic growth 
"s The subprime crisis andthe sub- in a meaningful manner are ex- 









Kris Gopalakrishnan 






"bo sequent freezing of purchase deci- pected to affect growth and may 
H3 s sions in the US have brought home dent the long-term competitiveness 
HE P.  .— Europe — — B to the Indian information technol- ofthe Indian IT industry”. A fluctu- 
| y; ' 848 _ Be ogy service (ITS) companies the ating Indian rupee is also bedev- 
IRE š r E NORTH AMERICA — w < folly of depending almost entirely  illing sales forecasts, and the pro- 
m a on that one market. India’s top five — tectionist backlash that emerges in 

: SE ya n puros vm ITS companies — TCS, Infosys, the US every election season is also 
Wipro, Satyam and HCL Tech — staring Indian ITS companies in 


collectively lost over Rs 2,50,000 the face. For example, a proposed 
crore in market value in 2007-08. new cap on H-1B visas could hurt 
Operating profits were also down, the ITS industry's US growth plans. 


with margins for the companies But while the backlash of the 
decreasing by 6 to 15 percentthis subprime crisis caught most ITS 
year. companies by surprise, all of the 


"The slowdown is real and its majors are moving to deal with the 
going to last for sometime, admits problem. At Infosys, employees 
Vineet Nayyar, managing director and managers banter animatedly, 
of HCL Technologies, India’s fifth- suggesting few are worried about 





largest ITS company. the future. 
With economic sentiment frag- "Any transition takes time to 
Azim Premji ile and dictating the stockmarket settle down, so we are trying to 
movements, some ITS executives gauge the situation and reorganis- 
6 € FY 2005-06 FY 2007-08 Bj 8 are naturally keen to present the — ing ourselves to make good on the 


current situation as a blip. nthe opportunities that the market is 
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xa plush offices from where ITS ma- throwing at us,” says Kris Gopa- 





> EUROPE — a jors woo and service global clients, lakrishnan, the company’s quiet 
220 INDIA M acceptance of this is grudging. "All but assertive managing director, 
ES  Á » — Ü our clients have together takena who gets unusually animated 
collective pause,” admits Ashok Ve- while outlining his plans for the 
" Geographical break-up in percentage terms Source: CMIE Prowess 
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India’s top five IT services firms are 


Geographical break-up in percentage terms 


taking a hard look at their strategies 
to prepare for an uncertain future 


company. Gopalakrishnan insists 
that while market conditions in the 
US aren't half as bad as they were 
during the 1999-2000 meltdown, 
the current dip is leading the soft- 
ware industry to re-examine its 
strategies and rewire itself to face 
up to this mini-crisis. 


The banking, financial services 
and insurance (BFSI) vertical, 
which has been the mainstay of 
many Indian ITS firms, has been 
the worst hit by the subprime cri- 
sis. Most major western financial 
companies have taken huge losses 
and are undergoing managerial 
changes, which has slowed their 
decision-making on large projects. 
“With a new team comes a newer 
method of looking at how spend- 
ing should be managed,” says 
Girish Paranjpe, the newly 
appointed joint CEO of Wipro’s IT 
Business. “So you need to give 
them one or two quarters to settle 
down into the new mode.” 

For instance, last year Infosys 
earned 62 per cent of its revenues 
from the Americas, and more than 
half of that business came from the 
BFSI vertical. This year, Infosys is 
focusing on building competencies 


and revenue risk. Although BFSI 
will continue to remain the 
companys largest vertical, *as an 
overall percentage of revenue 
growth, it may come down’, says 
Infosys’s Gopalakrishnan. 

For others, such as Wipro, the 
country’s third-largest ITS com- 
pany, the dependence on the BFSI 
space has been slightly lower, about 
20-25 per cent (see ‘Numbers That 
Talk’ on page 32). However, the 
company, like HCL and Satyam, is 
also focusing on emerging verticals, 
such as media, telecom and aero- 
space. “We are fairly ambitious 
about the telecom service providers, 
retailers, government, healthcare, 


infrastructure and banking,” says. 


Suresh Vaswani, joint CEO of 
Wipros IT Business. “There are de- 
als to be won in sectors such as 
aerospace and manufacturing,” 
adds Nayyar. 

Another way ITS companies are 
de-risking and innovating is by en- 
tering new service lines within their 
core verticals. For instance, Infosys 
offered BFSI services but not spe- 
cialised wealth or hedge fund man- 
agement services. It is now develop- 
ing solutions and services for such 
niches, something that is also help- 
ing the company deepen its existing 
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Slowdown in US economy 


Fallout of subprime and 
banking, retail services 


Rising oil prices 
Wage inflation 
Inflationary pressures 


Fall in operating margins 


Shortage of employable 


Cap on H1-B visas 


Protectionism threats ahead of the 


US presidential election 


Indian ITS companies’ 
outsourcing business 
becomes a political 
issue during every US 
presidential election 


While the (English- 
speaking) US is a natu- 
ral magnet for ITS 
companies given it is 
one-third of the global 
IT market, ITS com- 
panies are now ventur- 
ing aggressively into 
difficult markets such 
talent as Germany and 
Japan. “We are now 
looking at newer mar- 
kets and clients as op- 
portunities abound in 
continental Europe, 
Middle East, Latin America, Australia and even 
China” says Paranjpe of Wipro, which acquired 
a 100 per cent stake in GE Medical Systems In- 
formation Technologies, a leading provider of 
healthcare IT servicesin India and Middle East. 

According to Forrester Researchs ‘European 
IT 2008 Market Outlook’ report, with the US 
economy and IT market poised for a recession 
in 2008, the IT markets of western and central 
Europe will once again outperform the US mar- 
ket over the course of this year. 

In euros, Europe's IT purchases will grow by 
3.5 per cent in 2008 — higher than the US 
growth of 2.8 per cent in dollars. Asia-Pacific 
and the oil-exporting area of Eastern Europe, 
Middle East and Africa will be the main engines 
of growth. Total global spending on technology 
goods, services, and staff or the global IT oper- 
ating budget from a chief information officer 


credit crisis on 
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(CIO) perspective, will 
reach $2.4 trillion in 2008 
— an 8 per cent increase 
from 2007. 

That has led Wipro to 
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well as Australia. “We 
have to be rightly se- 
quenced to win these mar- 
kets,” says Paranjpe. “You 
have to have a deeper local 
layer of language, people 
and culture, so that the fa- 
miliarity makes transition 
and functioning easier.” 

Infosys, on the other 
hand, is expanding to the 
Middle East and Latin 
America and plans to add 
more strength in countries such as Australia 
and China. In February, Infosys set up a sub- 
sidiary in Mexico to cater to Latin America. It 
has started another facility at Brno in the Czech 
Republic to boost its ability to deliver services to 
its European customers. 

Tata Consultancy Services (TCS) and HCL 
Technologies are among the few companies 
that have taken to China very seriously, and 
have doubled their staffin the country. Both are 
also equipping themselves to overcome the 
challenge of working in Mandarin by partner- 
ing with local firms. “Our partners are 1,000 to 
1.500 manpower companies whose people 
come to our facilities, execute the projects and 
go,” says HCL's Nayyar. “The market is very big 
and you have to invest very early so that you 
capitalise on growth.” 
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In the past, Indian ITS companies’ quest for 
dollar-denominated business ensured they 
rarely focused on tapping into the $2-billion 
domestic IT market. This allowed global con- 
sultants such as IBM, Accenture and HP to 
dominate. Nasscom estimates that less than 10 
per cent of the revenues of Indian outsourcers 
come from the domestic market. While Wipro 
Infotech and TCS net 25 and 9 per cent of their 
revenues from India, for Infosys the figure is 
just 1.3 per cent. “As an overall percentage of 
revenue we are coming up from behind in In- 
dia,” admits Infosys’ Gopalakrishnan. 

Part of the problem was that the needs of the 
domestic market differ from those of the US 
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market. While the latter want IT services, In- 
dian companies want integrated solutions com- 
bined with full service and support, something 
ITS companies were not totally equipped to do. 
Besides, India's small deal sizes dissuaded IT 
majors from allocating their marketing band- 
width towards the domestic market. 

Now this is changing. “Finally, Indian IT pro- 
viders are turning their attention to the domes- 
tic IT market, which they have so far ignored,” 
says Gartner's senior research analyst Arup Roy. 
“This market is starting to grow exponentially 
and opportunities are being driven by multiple 
factors including increased spend by govern- 
ment departments.” 

According to London-based market research 
firm Datamonitor, the demand for IT services 
in India is growing at 30-32 per cent annually, 
And Gartner says over the next two years, In- 
dian companies in the private and state sector, 
from banks to the railways, are expected to 
spend an estimated $5 billion on new technol- 
ogy, all of which will need to be serviced. 

HCL, for instance, is focusing heavily on the 
network management area of the domestic 
banking sector. “We're now trying to see if they 
will outsource the applications to us as well,” 
says Nayyar. HCL has targeted doubling its In- 
dia applications business this year from the cur- 
rent $50 million. And this year, for the first 
time, Infosys said it would bid for domestic 
business, admitting that it has reached a new 
level of maturity. 


Re-wiring For Growth 


How IT companies are tackling 
the new challenges 





e Reduce dependence on US economy 

e Increase exposure to European region 

e Focus on domestic market 

e Focus on regions like Australia, Canada, etc. 


e Look at newer verticals such as pharma, 
healthcare, energy and utilities 


e Expand service lines, also newer services 
within core focus areas 


e New offerings such as SaaS 
e Focus on honing consulting capabilities 


e Look to have global presence by setting up 
offshore centres 


e Move away from linear growth path 
e Look at increasing revenue per worker 





According to experts, the size of IT deals in 
the country is increasing. *From a mere $2-5 
million, now there are opportunities for multi- 
year deals worth between $25-30 million,” says 
Avinash Vashishtha, CEO and managing direc- 
tor of Tholons, a consulting firm. 

But ITS companies' home forays will not be 
easy says Crisil's Mohta. *In India, there is 
abounding opportunity in defence, railways, air 
infrastructure, telecom, etc" he points out. 
"But the big chunk of this is under government 
control, making it difficult to make business 
flow easily. That could pose an inhibitor" 

The local market is also highly fragmented. 
In some industry spaces such as banking and 
financial services, competition is intense, while 
in small and medium businesses and techno- 
logically backward industries, a host of local 
and relatively unknown firms are well 
entrenched. 

Also, in India a lot of IT contracts hinge on IT 
infrastructure and not application develop- 
ment which is what most ITS companies focus 
on. So there is a sense of apprehension amongst 
homegrown firms about the domestic market,” 
says Vashishtha. “To do business in India, these 
IT firms realise they will need to reshape their 
business model completely" 
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To tide over the challen- 
ges, Indian ITS compa- 
nies are looking to 
sectors such as pharma 
and healthcare 
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Road To Consulting 

Hemmed in by these challenges, the ITS majors 
have no option but to move up the value chain - 
either towards developing software products or 
consulting. Furthermore, globally the stand- 
alone software service business is projected to 
become a part of software products in a 
phenomenon that is being called ‘software as a 
service, or SaaS. 

Global players, such as Oracle, SAP, IBM and 
Google, who have strong products, are pushing 
the SaaS model aggressively. In contrast, Indian 
ITS companies have had a remarkably unim- 
pressive run in launching their own software 
products. Other than three successful core 
banking solutions, BaNCS from TCS and Fina- 
cle from Infosys and Flexcube from iF lex, In- 
dian ITS companies have had no product hits. 

The consulting option is also challenging as 
the segment is dominated by global leaders such 
as IBM and Accenture. In fact, consulting has 
been the domestic IT industry's biggest bugbear, 
with most of them struggling to find their feet in 
this arena. “The inability of Indian Tier I players 
to offer premium service lines like consulting, 
system integration etc is exacerbated by the lim- 
ited effort towards developing intellectual prop- 
erty-based products,” says Crisil’s Mohta. 

So far, some ITS companies had been trying 
to build their strengths in this are organically 
instead of acquiring firms with expertise. But 
that’s changing now. For instance, in a bold 
move last month, Infosys Technologies ac- 
quired British consulting firm Axon Group for 
$753 million (Rs 3,300 crore). Axon specialises 
in technology-enabled organisational transfor- 
mation through SAP and has prominent clients 
such as British Telecom, Xerox, Vodafone and 
Barclays Bank. “We've done some things like 
our focus on consulting, integrated IT plus BPO 
service offerings with an emphasis on transfor- 
mation. But our footprint is much smaller than 
the global companies and it will take some 
time,” explains Infosys’s Gopalakrishnan. 

Similarly, last year Wipro bought spciality 
services firm Infocrossing for $600 million. “In 
order to leverage the change in market dynam- 
ics we are also making a big commitment to 
consulting,” says Wipro’s Paranjpe. “The inten- 
tion is to have one integrated consulting prac- 
tice globally.” And Satyam also made a small be- 
ginning by acquiring the Chicago-based Bridge 
Strategy Group, which specialises in developing 
profitable growth, operations design, perform- 
ance improvement and execution strategies. 


Restructuring Rumble 
To achieve some of the objectives ITS compa- 
nies are setting themselves and to address the 
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challenges of a tough market situation, at least 
two of the top four Indian ITS firms have intro- 
spected on and re-structured their organisa- 
tions. Wipro combined Wipro Technologies and 
Wipro Infotech — which looked after the global 
and domestic business separately — into one 
entity. It also surprised the market by appoint- 
ing two CEOs — Suresh Vaswani who was driv- 
ing the Indian business and Girish Paranjpe 
who was heading BFSI unit. Wipro said this 
would help the company leverage the power of 
two. “We have very strong aspirations for where 
the business should be 10 years from now,’ says 
Vaswani. “It can be quite daunting for any indi- 
vidual.” Paranjpe agrees: “It helps us to draw on 
the varied strengths of two different people.” 

Infosys has also conducted a restructuring 
exercise in an attempt to consolidate its 
business units. The company has formed six 
vertical and five horizontal business units and 
has a separate business unit to focus only on 
India. “Restructuring is based on our long-term 
strategy to emerge as an end-to-end player” says 
Gopalakrishnan. The company also broadened 
the senior management team by forming an 
executive council and inducting younger 
leaders into it. 


Don't Wager On Wages 

The squeeze on the ITS industry’s topline and 
its uncertain future has led some companies to 
hand out pink slips and cut annual increments 
to more realistic levels. In February, TCS asked 
about 500 employees (0.5 per cent of its work- 
force) to leave, citing non-performance. Re- 
cently Patni Computer Systems, too, asked 
about 400 employees (2 per cent of its work- 
force) to leave. 

Even though an estimated 2,000 pink slips 
have been handed over in India this year, com- 
panies say this will not affect new recruitment 
because the severance was principally for non- 
performance. “You have to look at the long term 
and continue to hire,” contends Srinivas Vadla- 
mani, Satyam’s CFO. 

The squeeze on annual increments is even 
tighter, say analysts. Equity research firm Moti- 
lal Oswal estimates that wage hikes in the ITS 
industry this year will be in the region of 12-13 
per cent, as against 15-17 per cent last year. 
While Infosys, TCS, Tech Mahindra & Patni will 
implement their hikes this quarter, Satyam and 
HCL Tech will announce wages hikes next quar- 
ter and Wipro spreads the hikes across the year. 


Hanging On Hope 

As investors take stock of what ITS companies 
are doing to correct their listing ships, their belief 
that frontline Indian ITS companies are still ca- 
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pable of delivering up 30 per cent growth is 
strengthening. In fact, many see the silver lining 
of the subprime crisis being a tightening in an 
industry that was beginning to look very flabby 
and arrogant. With the money rolling in from 
every side, ITS companies had lost the incentive 
to control costs and headcount and move be- 
yond additive growth. So the realism that ITS 
companies are exhibiting today is reassuring. 
Nasscom, often accused of being an excessively 
exuberant cheerleader for the industry, now says 
its combined growth rate for 2008-09 is pro- 
jected to be about 21-24 per cent, down from of 
28.2 per cent in 2007-08. “The projected growth 
rate is robust and in sync with the industry target 
of achieving 60 billion dollar of exports by 20107 
says Som Mittal, president of Nasscom. 

ITS majors and investors are also clinging to 
the hope that in order to offset the effects of the 
slowdown, US companies are bound to increase 
their share of outsourcing though it might be 
linked to productivity enhancement and effi- 
ciency related to solutions. This is what hap- 
pened post the 9-11 attacks, and with approxi- 
mately 53 per cent share of the global 


outsourcing market, no country is better placed 
to capture this opportunity than India. More 
importantly, when the ITS companies emerge 
from this round of restructuring, their cost-cut- 
ting drives and new investments will have made 
them lean, mean and hungry for growth. 

In Bangalore, the pubs and restaurants fre- 
quented by the city’s ESOP-holding young turks 
are still reverberating with talk of new start- 
ups, corporate expansions and strategic 
takeovers. Some say the city never really re- 
flected the pain in ITS companies' balance 
sheets. Perhaps it is this ineffable optimism in 
themselves and India that has been the secret 
fuel keeping ITS companies on track through 
difficult times. Perhaps it is their deep pockets 
and competencies. Whatever it is, Indian ITS 
companies are fighting back, and winning. But 
whether their efforts will transcend financial 
goals and lead them to develop the radically 
enhanced competencies needed to turn into 
product development or consultancy leaders 
remains to be seen. 
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targeting low-cost 
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Build-up 


To Diwali 


As prices 
tumble, 
builders 
bank on 

festive 
discounts 


by Gurbir Singh 


TWO WEEKS AGO, A 1.5 ACRE PROPERTY IN THE UP- 
market commercial enclave of Mumbai's Ban- 
dra-Kurla Complex had only one bidder and was 
sold at Rs 92 crore, just a fraction above its base 
price of Rs 90 crore. Mumbai Metropolitan De- 
velopment Authority (MMRDA) officials con- 
ducting the auction were appalled. Though it 
was a plot reserved for educational use, they 
were expecting bids in the region of Rs 200 
crore. In Mumbai and other cities, such sign- 
posts of a sharply correcting realty market are 
common with consumers adopting a wait-and- 
watch approach. In Tier II towns such as Jaipur 
and Kanpur, where prices soared the fastest, the 
downward trend is even more pronounced. 

“Though the slowdown has been on for some- 
time, for the first time builders are now ac- 
knowledging that their prices are under pres- 
sure, says Arvind Pahwa, managing director of 
JP Morgan Asset Management. 

Initially, the builders were wary of giving overt 
price cuts on their rack rates and preferred a 
more disguised price-reduction route. Nirmal 


f^ 





Housing, promoted by Dharmesh Jain, for in- 
stance has offered to absorb the stamp duty and 
registration cost on its ‘City of Joy’ project in the 
eastern suburbs of Mumbai. This translates into 
a 6-8 per cent price reduction. Another builder 
put out a full page ad in a national daily recently 
asking for only 20 per cent at the initial booking 
stage and 80 per cent on possession, a complete 
reversal of payment norms in the industry. 


Developers expect the market to bottom out 
soon, and are hoping buying will pick up during 
the Diwali season. A combination of price cuts 
and the festival euphoria will stoke the dismal 
realty market back to life, builders say privately 
while maintaining a brave front. *We expect an 
open admittance of lower prices in the guise of 
festival discounts during Diwali; predicts a re- 
port by Enam Research. 

Working on the theory that Diwali onwards 
there will be an uptake, desperate developers 
have been borrowing heavily in the informal 
debt market at extremely high interest rates of 
20-22 per cent to complete projects, and make 
their sales before the market tanks further. The 
foreign investment flow to developers, which 
earlier allowed them to hold on to their price 
line, is also slowing. America's fourth-largest 
bank, the Wachovia Bank, that has invested 
more than $500 million across several realty 
developers, is believed to be re-examining its in- 
vestment plans in India. 

"Builders were earlier reluctant to part with 
equity and preferred debt deals; but now they 
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The rates at Mümbai's 
Bandra-Kurla Complex 
has fallen from Rs 50,000 
sq ft to Rs 15,000 sq ft 


are ready to offload equity project-to-project,” 


said a CEO of a leading private equity firm. 

“If the market does not pick up by Diwali, 
there will be a bloodbath,” a realty market ana- 
lyst said preferring anonymity. Like him, others 
too are not convinced that things will pick up 
soon and feel that the stagnation in the market 
will continue for a cycle of 3-4 quarters. 


Managing Risks 

To beat the heat, realtors are diversifying into 
low-cost homes, a segment they euphemistically 
call “affordable” housing. They hope that the de- 
mand is stronger among low-budget buyers. 
Others are diversifying into infrastructure proj- 
ects and non-realty construction. Puravankara 
Projects, a big Bangalore-based developer, has 
set up a 100-per cent subsidiary for the “afford- 
able” segment called Provident Housing & In- 
frastructure, and says it will construct 64,500 
homes in Bangalore, Chennai, Hyderabad and 
Coimbatore over the next five years. Investors 
see an opportunity in this. Credit Suisse Realty 
Fund, for instance, is looking to invest Rs 550 
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crore in a few provident housing projects. 

“We are aiming at the class of people who are 
paying Rs 10,000-Rs 12,000. They can owna 
home by paying an EMI of just Rs 20,000 a 
month,” says Ashish Puravankara, director of 
the company. With cheaper, pre-cast technol- 
ogy and simpler architecture, he says his com- 
pany is hoping to bring down prices to Rs 2,800 
to Rs 3,400 per sq ft from the current Rs 4,000- 
Rs 6,000 range. 

Building cheaper, budget homes is obviously 
the popular trend. Delhi-based Omaxe has an- 
nounced that it will invest Rs 8,000 crore over 
the next five years in building homes that will 
cost less than Rs 20 lakh a unit. To stoke de- 
mand, developers are willing to go to the poor- 
est segment too, an area earlier described by 
them as “unviable”. For example, the Punjab 
government's scheme for providing homes for 
the poorest at Rs 1 lakh a unit found ready tak- 
ers among north Indias biggest developers, in- 
cluding DLF, Parsvnath, Unitech and Ansals. 

Other initiatives to beat the slowdown include 
diversification into non-realty construction 
projects. For example, Raheja Developers has 
launched Haryanas first engineering SEZ for 
light and medium engineering units. A Mum- 
bai-based developer, Sumer Corporation, stung 
by the slowdown, is bidding hard for a municipal 
project to repair Mumbai's pot-holed roads. 
Delhi's Omaxe has won 11 bids to modernise and 
maintain 11 airstrips in Uttar Pradesh. One of 
the largest of the listed developers, HDIL, has 
placed all its chips on relocating slums and de- 
veloping Mumbais airport land. 

Though these construction projects offer an 
alternative, the margins are thin and gestation 
time for return-on-investment long. ICICI 
Bank, the largest lender in the realty market, 
has admitted to a 35 per cent fall in home-loan 
sales over the past 18 months. The bank also 
said there is a 15 per cent jump in the number of 
borrowers preferring to pre-pay and close their 
loan accounts to avoid paying higher EMIs. 

It appears things will get worse for the devel- 
opers before they get better. 
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Realty Bytes 


m Sole bid for Ban- 
dra-Kurla Complex 
plot quotes Rs 92 
crore against the 
expected Rs 200 
crore. 


m ICICI Bank home 
loan offtake falls 35 
per cent in 18 
months. 


m Builders waive 
stamp duty, registra- 
tion fees — dis- 
count: 6-10 per cent. 
m Developers 
borrowing at high 
interest rates of 
22-24 per cent. 


m Small, medium 
builders in the mar- 
ket to sell incom- 
plete projects. 

m Builders diversify 
operations to non- 
realty construction 
projects. 
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Crunch 


Situation 


by Sreevalsan Menon & Rajesh Gajra 


As realtors 
and banks 
feel the 
heat, should 
markets be 
propped up? 


SHAKY GROUND: 
Plummeting stock- 
markets have hit 
companies, investors as 
well as brokers 


AS A NUMBER OF FINANCIAL FIRMS AND INSTITU- 
tions go bankrupt in western economies, regula- 
tors there are formulating plans to ensure the 
too-big-to-fail variety don't go under. Here, 
banks and financial firms are facing pressures 
that at least threaten to halt their hitherto as- 
tounding growth. While the collapse of any large 
financial institution in India is unlikely, regula- 
tors — mainly the Reserve Bank of India (RBI) 
— are nevertheless keeping a close watch on de- 
velopments as the economy slows, inflation 
rises, credit gets squeezed and markets fall. 

And as news on the global housing and mort- 
gage markets gets worse, they may have a cause 
for worry. The UK's second-largest bank, the 
Royal Bank of Scotland, admitted being hum- 
bled by exposure to the global credit crisis, and 
has reported a first-half net loss of £802 million 
this year. Chinatrust Financial, Taiwan's top 
credit card issuer, said in August that its first half 
net profit was 4 per cent lower than previously 
reported, stemming from the US credit crisis. 

At this time last year, financial services and 
real estate firms enjoyed high valuations. Much 
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of the stockmarket gains could directly be attri- 
buted to soaring values in these two sectors. To- 
day, banks are required to increase provisioning 
for retail and housing loans, and consumer de- 
faults have become common. Across the sec- 
tors, real estate may have been the hardest hii 
(see ‘Build-up To Diwali’, page 36). In a note tc 
clients, broking firm Motilal Oswal Securities 
says, “With financiers perceiving a higher risk ir 
major segments due to deteriorating funda- 
mentals, funding could be constrained further 
Moreover, as raising equity has become diffi- 
cult, several plans and projects could be de- 
layed” Echoes B. Sambamurthy, chairman anc 
managing director of Corporation Bank, “We 
have significantly reduced our exposure to the 
sector due to the ever increasing risk.” 

But risk is not always apparent. Despite hav- 
ing assets of the highest quality, and no sub- 
prime market exposure whatsoever, Fannie 
Mae and Freddie Mac in the US — the twc 
housing finance institutions that hold or guar- 
antee over $5 trillion in mortgages and home 
loans — needed the backing of the US Depart- 
ment of Treasury to reassure investors that al 
was well with those institutions. Many govern- 
ments hold Fannie Mae and Freddie Mac 
bonds. Indian institutions are also financially 
solid; but that solidity may not be proof enougt 
to ward off a panic attack. Do our banks and fi- 
nancial system need to be propped up too? 


Banks may not be hard hit yet, but analysts 
agree that lower loan growth at 20 per cent puts 
pressure on margins. Rating agency Crisil says 
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ithe asset quality of retail loans has weakened in 
recent months — a consequence of a larger 
number of unsecured loans, greater exposure to 
high-risk customers and a decline in credit ap- 
praisal standards between 2004 and 2007, 
when credit grew almost exponentially. The 
agency forecasts a further weakening in asset 
quality over the next 18-24 months, and a 4 per 
scent rise in delinquencies by March 2009, from 
2.7 per cent in March 2007. 

Non-bank financial companies (NBFCs) 
aren't much better off. They have been aggres- 
:sive lenders too, raising enormous amounts of 
money in commercial paper and other short- 
term instruments to fund their assets. Without 
access to cheaper money — like banks have with 
retail deposits — funding costs for them are 
higher; higher risk, high interest costs, lower 
profitability, greater vulnerability to sudden 
swings. And the RBI has raised provisioning 
norms and capital standards — companies will 
have to put aside large amounts as a buffer 
against losses in the value of their assets — as a 
way oftightening credit across the system in the 
hope of bringing down inflation. 

This is likely to affect real estate companies 
adversely. Most them have negative operating 
cash flows, and frequent access to capital is re- 
quired. Raman Uberoi, director, ratings at 
Crisil, says the pressure will be felt most among 
medium-sized firms who may have to refinance 
debt; it will also lower their profitability. Very 
few — such as DLF — with historically low- 
priced assets can keep balance sheets debt-free. 

Rajat Monga, chief financial officer of Yes 
Bank, says that when the economy is slowing 
and capital is scarce, pressure will be high on in- 
terest-rate sensitive sectors; banks are constr- 
ained due to provisioning and capital norms. 
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Fear Of Falling 

However, for the mandarins on Mint Street — 
charged with keeping the financial system sta- 
ble and functional — an unchecked asset bub- 
ble is the worst nightmare. So, things are 
unlikely to get better for these sectors. Some 
bankers have other views; they say that too 
much tightening by the RBI in the name of sta- 
bility may be counterproductive. “Stability is all 
very well, but the last thing we need is a cure 
that’s worse than the disease,” says the head of a 
bank, who did not wish to be named. 

On the other street, Dalal Street, participants 
and intermediaries are looking for another kind 
of propping up — in stock values. As has been 
evident for the past few months, there has been 
little cheer in the initial public offering (IPO) 
market. True, what happens in the IPO market 
depends on the secondary market, but some 
brokers suggest that a few successful capital is- 
sues could change the mood in the market. 

For cash-rich companies, the search for 
strategic acquisitions continues. Again, a few 
high-profile successful acquisitions could buoy 
the market. But the more than 33 per cent fall 
in the benchmark stock indices have played 
havoc with valuations. So, the Securities and 
Exchange Board of India is working on modify- 
ing pricing rules for mergers and acquisitions 
that would ensure continued interest and, per- 
haps, a revival of investor participation. 

We are not alone in seeking to entice in- 
vestors back to the stockmarkets. For instance, 
China relaxed norms for domestic institutional 
investors to invest in international markets, 
hoping to entice Chinese investors who have 
seen their investments in domestic equity fall in 
value in recent months. In South Korea, a pro- 
posal by the Bank of Korea to prematurely with- 
draw tax sops, originally slated to 
last till end of 2009, to local mutual 
funds investing in overseas equities 
was rejected in mid-August; the 
idea was to ensure that domestic 
investors invested in overseas mar- 
kets were not upset. 

Ultimately, of course, it will be 
fundamentals that will bring about 
a rebound in both the credit and 
stock markets, and by extension, in 
the real estate market. This means 
the economy will have to return to 
sustained growth, superior corpo- 
rate performance and investor 
faith. Then, there will be no need 
for any props, proper or improper. 
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SECTORS UNDER 
THE GLARE 





* Ts 7e 4 
x 
_ ‘ 
i mé k** y 
» . KES 
cr 
$ 
MS- ; Y x 1* ar. 
ok ç a V Br. E 
` p + 
P UT GS X 
* -«——-. Y 3 * EJ > 
K 4 C = : - 
, Jo 9S : £ 
: - Po - d & 01 
T, M» CX Pic. 
1 47 
t - . + 
vy 
wv "n i E % m 
: hie ro E E 
4 3 -- 2 
ry ^u kw w "M. 
"^T . 
- ` 
: AT 
| r E] 
5 - e z 
* KS t Was: - = 
| BZ: 
i fi 
— — " 
> 4 
: f "- 
š sga š 


. 
ie 
E 
4 
á 

N 
AN 


I 
| 





Shooting The 
essenger 


by Kandula Subramaniam 


Government 
mulls 
banning 
exit polls 
ahead of 
elections 


TOUGH CHOICE: 
Political parties are of 
the view that opinion 
and exit polls 
influence voters 


IN A CONTROVERSIAL MOVE, THE GOVERNMENT IS 
mulling a proposal to ban exit and opinion polls 
conducted by media organisations during elec- 
tions. In 1998, the Election Commission (EC) 
had issued guidelines on curtailing the scope of 
opinion polls. But these had to be withdrawn 
after the Supreme Court ruled that the commis- 
sion did not have the constitutional authority to 
introduce such rules. Since then, the govern- 
ment has been actively pursuing ways in which 
it could curtail exit and opinion polls, as there is 
a general consensus among the major parties 
that they unfairly influence voters. 

Media organisations have always protested 
any attempt to ban polls on the basis that they 
wield little influence with voters, and that such 
a ban would curtail their freedom. But with 
general elections around the corner, the govern- 
ment seems to be moving to enforce its writ. 

Last week, a new proposal to ban exit and 
opinion polls by amending Section 126 of the 
Representation of the People Act, 1951, was cir- 
culated among cabinet ministers. Though the 
note was not discussed at the cabinet meeting 


REUTERS 


held on 4 September, insiders say the govern 
ment is determined to introduce a ban, or a 
least impose restrictions, on polls before th 
next general elections. 

Over the years, both electronic and print me 
dia have published exit and opinion polls at stra 
tegic junctures of an election process, predictin 
voting patterns and likely winners. Ironically, 
majority of these polls have been way off th 
mark. “Exit polls are a very touch-and-go thing 
says Arnab Goswami, the editor-in-chief c 
Times Now, India's leading English news chan 
nel. "That's why at Times Now, we conduct opin 
ion polls, but not exit polls." 

But the government — and nearly all politice 
parties — believe these polls influence voter: 
something they think should be their monopol: 
After the 2004 general elections, the then chie 
Election Commissioner T.S. Krishamurthy wrot 
to Prime Minister Manmohan Singh on a slew c 
electoral reforms, including regulation of exi 
and opinion polls. He argued that ^when polls ar 
staggered, results of opinion poll of the previou 
phases will have the potential to influence th 
voting pattern in the subsequent phases”. 

However, when the matter was referred t 
Attorney General Milon Banerjee, he said suc! 
prohibitions would be a breach of Article 19(1 
of the Constitution, which encodes freedom c 
expression. The objective of making polls les 
intrusive, Banerjee suggested, could be accom 
plished through *certain guidelines" such as re 
vealing the name ofthe political party or organ 
isation which commissioned the survey, th 
methodology it employed and its statistic: 
margin of error. This is what is done in the Uš 
where a debate to ban exit polls always rears it 
head during elections. 

The EC, however, was not convinced. “Pas 
experience shows that in many cases, the resul 
of elections have been vastly different from th 
results predicted on the basis of the exit polls,” i 
said. It also cited the examples of Mexico an 
Korea, which have imposed such restrictions, i 
the “wider interests of free and fair elections”. 

To debate this point, the EC had called for a 
all-party meeting in 2004 that was attended b 
representatives of six national parties and 1 
state parties. Their unanimous view was tha 
opinion polls should neither be conducted no 
their results published after an election ha 
been notified in an area. But such moves ar 
sure to face fire from the media. “In a vast cour 
try like India, it is impossible for exit polls to de 
termine elections,” says Times Now’s Goswam 
“I believe the media should have the right to de 
termine their own choice on the matter.” 
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Whatever 


China 
showed its 
might at the 
Olympics, 
but at what 
cost? 


NEW-FOUND GLORY: 
Tourists revelling at the 
Tiananmen Square. 
Beijing received a 
thorough facelift in the 
run-up to the Olympics 


OLYMPIC 
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It Takes 


by Sarah Liang in Beijing 


FOR MOST OF THE WORLD, THE ONE IMAGE THAT 
defined China prior to 8 August 2008 was that 
of a tank in Tiananmen Square squaring off 
against a defenceless, young student. Today, af- 
ter successfully hosting the Beijing Olympics, 
that image has been largely erased from public 
memory. What has replaced it are glorious shots 
of the egg-shaped National Theatre — ironi- 
cally located on the same square of the 1989 
massacre — and images ofthe impressive 'Bird's 
Nest' National Stadium. But at what cost? 
Figures provided by the Beijing Organising 
Committee reveal that the expenditure on the 
Games comprised three parts. While the venues 
and city infrastructures accounted for RMB 13 
billion and RMB 280 billion, respectively, the 
operational costs were estimated at more than 
RMB 17 billion. Altogether, Beijing spent more 
than RMB 310 billion ($45.3 billion) over the 


WM 


past seven years on the Games. 

The result: despite severe criticisms for hu- 
man rights abuses in places such as Tibet anc 
Xinjian, the entire world attended the Beijin; 
Games — including US President George Busl 
— and proceeded to marvel at the impressive 
architectural, organisational and athletic abili. 
ties that the Chinese displayed. 


Preparation for the Games involved a monu: 
mental construction blitz. Out of the 31 sport: 
venues, 20 were built especially for the Games 
Insiders estimate the spend at a whoppin; 
RMB 500 billion ($70 billion) — about 60 pe: 
cent higher than the official figure. Huang Wei 
a consultant to the Beijing municipal govern 
ment on Games-related business, blames higl 
domestic inflation and price increase of rav 
materials, such as steel, for the huge increase ir 
costs. For example, the initial budget for thi 
Bird's Nest was RMB 3.6 billion, that was wher 
steel cost RMB 2,000 per tonne. The actua 
price is five times that today. Still, *on the book 
the Bird's Nest remains RMB 3.6 billion’, say: 
Huang. “In the same way, the real figure o: 
RMB 500 billion will never be made public.” 
And this RMB 500 billion equals the com- 
bined Chinese government expenditure on edu- 
cation, social security and employment, publi 
health and environmental protection for 2007 
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NO SHOW: Human 
costs of the Beijing 
Olympics included 
eviction of 6,037 fami- 
lies from Beijing to 
decongest the city 





(see ‘Olympic Spends’, on page 43). 

Of course, there are positives to this splurge — 
Beijing received a thorough facelift. The 
RMB 280 billion ($40 billion) earmarked by the 
Beijing municipal government in its 11th five- 
year city development plan included picking up 
the tab for five new subway lines, rapid bus lanes 
and the Beijing International Airport Terminal 
III. The Soviet-type factories have made way for 
glass-windowed skyscrapers, and foreign invest- 
ment bankers saunter about the central business 
district area as if they were in Manhattan. 


Ends And Means 

But such was the ambition to host the ‘best 
Games ever’ that Beijing was even willing to 
suffer a decline in industrial productivity — not 
easy for a country that spurs itself on to higher 
growth rates. During the preparation, over 200 
heavily polluting factories were moved out of 
Beijing. All cement kilns were shut down by the 
end-2005 and, by mid-2006, coking plants 
ceased operations in the energy-thirsty capital. 
Another mega group, Shougang Group (The 
Capital Steel Group), a major taxpayer of the 
city, was asked to relocate its core production to 
the nearby port city of Tangshan in 2007. 

For many people in Beijing, it was forced va- 
cation time. During the Games, state-owned 
enterprises arranged for up to 10 days of annual 
leave for their staff. The private sector was no 
exception. Liu, whose company is located at the 
Beijing Meteorology Bureau building, was told 
to enjoy a two-month holiday for the sake of 
‘maintaining public security’. In return for this 
impromptu and mandatory vacation, Liu was 
also forced to take a 40 per cent pay cut for July 
and August. Other human costs involved the 


eviction of 6,037 families from Beijing to de- 
congest the city. Some online forums have noted 
complaints from the wives of police officers, 
claiming they had not seen their husbands for 
six months by the time the Games began. 

And if you think that the Beijing Games gen- 
erated the kind of revenues expected from the 
Olympics, you could not be more wrong. Beijing 
got a paltry RMB 14.96 billion from the Inter- 
national Olympic Committee and sponsors, a 
figure far short of the official RMB 310-billion 
spend. Not that the city particularly cares. “Bei- 
jing is in the phase of urban renovation, all the 
infrastructure construction or upgrading was 
needed with or without the Olympic Games. 
The only difference is that Beijing could have 
billed it for a longer duration, say, in 15 or 20 
years instead of seven years (the preparation 
period of the Games)” Huang explains. 

Was the gargantuan $70 billion sticker tab 
worth it after all? Probably, a resounding yes 
from the perspective of the Chinese govern- 
ment as well as its citizens. The Olympics were 
the biggest public relations exercise by the 
country in recent memory. 

David Wallenchinky, an Olympic historian 
and author of The Complete Book of the Summer 
Olympics: Athens 2004, says, “From the point 
view of the Chinese Communist Party (CCP), 
the utmost purpose of (hosting) the Olympics 
was to create a series of images for television 
that convinced the Chinese people that the rest 
of the world acknowledges CCP as their legiti- 
mate leaders.” 

It wasnt just the government that wanted to 
boost its self-image. The Chinese thronged all 
events which had local participants, and were 
fiercely vocal, exuberant cheerleaders. At Bei- 
jing, China edged out the US and trounced the 
Russians in their gold medal haul — 51 against 
36 and 23, respectively — and became the third 
country after the US and the former Soviet 
Union to acquire over 100 medals. The Chinese 
could finally see themselves as being on a par 
with the West — perhaps, even superior. 

Jin Shan, a sports culture researcher at the 
Beijing Academy of Social Sciences, says, “China 
wanted the gold medals to boost its interna- 
tional image and to shake off the century-old 
stigma of the ‘sick man of Asia? That ‘sick man’, a 
derogatory term the western powers used for the 
Qing dynasty (1644-1911) at the turn of the 20th 
century, has become one of the strongest in the 
world today. Judging by the China’s medal haul 
as well as the enormous success of the Beijing 
Olympics, that term will now probably be con- 
signed to the trash bins of history. 
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“Guys... it's official... 31k 
for 8-GB and 36.1k for 
16-GB... that is complete rubbish... 
we need to do something about this, 
and tell Airtel and Vodafone that 
Indian customers cannot be treated 

this way... this price 
is outrageous." 
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Premiere At 
A Premium 


by Rajeev Dubey 


Apple fans 
are upset 
about 
iPhone’s 
exorbitant 
price tag 


"IM REALLY DISAPPOINTED WITH THE PRICING (of 
the iPhone) by Airtel. I’m cancelling my book- 
ing and rushing to the grey market. Who cares if 
it is illegal or not. It is much better than paying 
31k (ridiculous!),” blogger Nihar from Banga- 
lore writes on techtree.com. “What a shame! Air- 
tel & Vodafone go to hellllllllll..." adds Gaurav, 
another blogger from Belgaum. 

Reactions to the iPhone's launch price of 
Rs 31,000 ($721) for the 8-GB model and 
Rs 36,100 ($839) for the 16- GB model in India 
— nearly four times that of their prevailing 
prices in the US market — have ranged from 
disappointment and disbelief to outrage. And 
two weeks after the launch, the backlash 
against Apple and its Indian service providers 
Bharti Airtel and Vodafone, who have exclusive 
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"At this price —, a 


prefer to go for an alternative like 
HTC or even a hacked one. 
Why don't we boycott 
iPhones in India? If not, 
shame on us." 









ILLUSTRATION: SATKAR J. YONZON 


rights for six months over the iPhone on their 
respective networks, has only intensified. 

While several potential buyers have proposed 
boycotting the iPhone, others have cancelled 
their bookings (neither Apple nor the telcos 
have disclosed the total number of units sold), 
and opted for a rival smartphone. 


Smarter, Prettier, Costlier 

The question that every consumer is posing at 
the moment is: why has the iPhone been priced 
so exorbitantly in India? After all, in the US, 
the 8-GB phone is priced at $199 ($299 for 16- 
GB) if the customer takes a new connection 
with a new number and a 24-month plan; 
$399 ($499 for 16-GB) if he buys only the 
phone, but uses an existing number on the 
same network; and, $599 ($699 for 16-GB) if 
he buys the phone and opts to use it on a differ- 
ent network. Comparatively, in the UK, the 8- 
GB and 16-GB models sell for $196 and $315 
with an 18-month plan; in Germany at $94 and 
$236 with a 24-month plan. 

In India, despite zero import duty, the 16-GB 
iPhone costs $140 (Rs 6,450) more than the 
most expensive no-strings-attached iPhone 
sold in the US. Ironically, "Twice as fast. Halfthe 
price, is Apples tag-line for the iPhone in the 
US. But this principle clearly doesn't apply to 
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NOT IMPRESSED: 
The 16-GB iPhone 
is at least Rs 6,450 
more expensive than 
in the US 


the Indian market. “The pricing is crazy,’ says 
Sandeep Singhal, managing director of Sequoia 
Capital. “I haven’t bought an iPhone because I 
feel the pricing is unfair,’ he adds. 

Neither Apple India nor Apple Inc. re- 
sponded to BW’s queries on pricing. However, 
Vodafone's chief marketing officer Harit Nagpal 
told BW, “We are only agents. We don't decide 
the price. It is an Apple phone, and Apple de- 
cides the price.” Analysts have been speculating 
that service providers make up to 50 per cent 
margin on each iPhone sold. Vodafone's Nagpal 
denies the profit margin is anywhere near the 
50-per cent mark. “The margin is only Rs 1,000 
or so, like it is in any other phone,’ he says. “We 
actually sell the phone at Rs 29,800. Were not 
selling it for margins. Anybody who buys an 
iPhone tends to use more data. Were in it for 
the long-term revenue gain” 

Airtel too takes a similar line. “Airtel does not 
make any money on this. The pricing has been 
determined by Apple. We have launched an 
EMI option for consumers in partnership with 
Visa; says Sanjay Gupta, its chief marketing of- 
ficer for mobile services. 

One possible reason behind iPhones exorbi- 
tant pricing could possibly be Apple's ego, say 
marketers. If smartphones such as HTC Dia- 
mond are being sold by a mobile industry pygmy 
— Taiwan's HTC — for as much as Rs 36,000, 
how could the world's most sought-after phone 
be cheaper than that — at least at launch? 


The Rub Off Effect 

Some loyal customers believe that the remark- 
able dichotomy between the US and India pric- 
ing, and the subsequent anger may rub off on Ap- 
ples other products, such as the iPod and the 
Mac. Siraaj, a BPO worker, Mac owner and a 
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diehard Apple fan, was window-shopping at the 
Apple store in Gurgaon when he told BW that he 
had never been more disappointed with the pric- 
ing of an Apple product. “CEO (Steve) Jobs had 
promised that the iPhone will be available 
around the world at $199. What does Apple 
think? This is profiteering,” he says. “This pricing 
will affect demand for its other products in India” 
It is such unprecedented disappointment that 
threatens to undermine Apple’s India strategy. 

Apple Inc., a proponent of ‘freedom’ in the US, 
launched the Mac with the slogan “Freedom from 
corporate tyranny”. It sponsors events around this 
theme, and also publishes software such as the 3- 
D role-playing game Freedom Force. Despite this 
talk of ‘freedom’, the company has in India, like 
in the US, opted for restrictive practices — tying 
up with just Airtel and Vodafone for the iPhone's 
launch in the country. Such practices are now be- 
ing questioned publicly. In his book, The Future 
of the Internet — and How to Stop It, Oxford Uni- 
versity's professor of Internet governance and 
regulation, Jonathan Zittrain, has warned that 
the innovative and free nature of the Internet is 
under a renewed threat from a wave of locked-in 
devices such as the iPhone, Xbox or TiVo. 

The exclusivity is expected to last six months, 
within which Apple will skim the market of all 
those who want the iPhone at any cost. And 
though Apple may have by now realised the futil- 
ity of this strategy, the fact remains that Indian 
consumers have often shown remarkable imma- 
turity and been seduced by a new product. Take 
the case of the iPhone 3G — the product has 
been launched even though no Indian telecom 
player operates a 3G network. In fact, no opera- 
tor is even close to launching a 3G network for at 
least three months, which means that some of 
the most futuristic features of the iPhone can't be 
used anytime soon. Besides, the iPhone 3G does- 
nt come with some of the most basic features 
such as SMS, e-mail forwarding, and video 
recording capability. 

Predictably, firms regularly cash in on this cus- 
tomer kink. Nearly all high-end gadgets are 
launched in India at a premium over their global 
pricing. Almost all Bose music systems and pe- 
ripherals sell in India at double their US prices. 
While a $400 handset is expensive even by the 
US per capita standards, pocket PCs or smart 
phones, as they are being called, are being regu- 
larly launched in India at higher prices. For in- 
stance, while the Samsung 1780 retails at 
Rs 25,000 ($580) in India, it sells for around 
$420 in most parts of the world. Yet, customers 
buy them for the novelty factor. But, as Siraaj puts 
it: “This isn't a kink. This is obsessive mania.” 
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BALDEV DHILLON PAUSED THE FILM; PINKY BHABHI 
was talking to baby Guddu and they could not 
hear the dialogues. Guddu’s Barbie doll was ly- 
ing in the middle of the room and she stepped 
over her to run to Baldev chachu; Pinky was 
telling her, “You pick her up when you want and 
ignore her when you want? You must take care 
of her always, she is yours, no?” 

For the rest of Lage Raho Munnabhai, Tracy 
the bride Barbie (Pinky bhabhi's childhood in- 
heritance) sat on Baldev chachu’s shoulder. 

Silence fell over them when the movie ended, 
and Pinky bhabhi carried the sleeping Guddu to 
her room. The three friends — Altaaf, Baldev 
and Khush — remained silent, heavy with 
thoughts and tired too. They had returned from 
a brand launch this morning to a city, which 
crippled by the rains lay under water. Baldev’s 
home being closest to the airport, Altaaf and 
Khush decided to park with him for the day. 

The day had been spent watching films — 
Guru in the morning, and now Munnabhai... 
and Baldev’s mother was already making 
mother-like sounds about the TV being on the 
whole day. Presently Altaaf spoke, “You know it 
is easy to sit outside and make a film on ‘Gand- 
higiri’ — because you can choose the realities 
you want to deal with; reject what you don’t 
want to deal with. Ditto for Gandhi, My Father. 
Hugely engaging film. Heart moves and all 
that... again, easy to pick up a subject, comment 
on it, put it back and go away. 

“So, we are all picking up bits of Gandhi from 
here and there, and then going, ‘mmm... this I 
like...’; Then we put it back and move on.” 

Khush: That is because Gandhi's story can be 
treated only in nuggets, in shades... a whole film 
on Gandhi will never sell... whereas Guru sold. 
Both films stand for completely different values. 
Guru is about a self-made man, about capital- 
ism, about enterprise, about breaking free, 
about rags to riches. Munnabhai is about values. 
About Gandhi values. Guru is about what is; 
Gandhi is about what it should be like. Who 
wants that? Today's aspiration is not truth, peace 
and brotherhood, but the Guru brand of chawl 
to riches to fame to flamboyance; people love 
this. This is the stuff of their dreams. Aggression, 
competition, attack, acquire, conquer... 21st 
century star wars. Look at film stars also now 


branding Merea 
No Place 
For Gandhi 


Without a rich heart, wealth is an ugly 
beggar. — Ralph Waldo Emerson 
by meera seth 





buying castles in London... people love that! 

Gandhi had relevance and context in the 40s, 
50s, when people wanted freedom; today we are 
self-sufficient, we are on our feet, Gandhi has no 
script! It is each one for himself, not for India; 

i but, finally India benefits, right? After all isn't 
good capitalism the only way to sustained so- 
cialism? 

Baldev: I disagree! The theory of 'creating 
wealth to alleviate poverty' has failed in India. 
The trickle-down effect has not happened! 
Those who have the ability to create wealth have 
the talent to hoard it too. When will these people 
have enough wealth and when will the surplus 
trickle down? The only trickle-down effect we 
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have had is, farmers committing suicide! Com- 
passionate capitalism is a mirage in India. 

Altaaf: Economics today derives its sheen 
from branding. Here we have two sets of ideolo- 
gies, hence brands. Just look at how the two 
brands in fact co-exist, vie for share of mind. To 
an extent Khush is right about the two faces of 
India they represent. Yet we see completely dif- 
ferent take-aways, yes? Both were self-made 
men; both had very stubborn ideologies. Both 
achieved what they set out to. Both brought 
freedom from something: one from British sup- 
pression and the other from economic oppres- 
sion. Both are iconic. Yet, we see Guru is a clear 
management example, Gandhi is not. Guru is 
aspirational, Gandhi is not. 

So, we come down to the process of inheri- 
tance. Wealth, profits, growth is talked about, 
quoted and celebrated; business tycoons vie 
with each other to be known as the richest. Fa- 
thers leave wealth behind and sons easily in- 
herit it; if the business fails, they can blame the 
markets; if they grow, they can claim cleverness. 
Look at every business family from small to the 
largest. Is business success a function of only 
economics or also management ethos? Is there 
a difference in the way the father did business 
and how the son does it now? I believe there is a 
huge world of difference. 

Khush: And how do you deal with a wealth of 
values that you inherit and cannot encash? My 
grandparents, you know, were freedom fighters. 
They left books for me. They left values for me... 
What do I do with it? Can I apply it at work? We 
are evading excise, I know that... can I quit my 
job to prove the memory of my Gandhian 
grandfather? I work for a man who is corrupt, 
dishonest, depraved. A liar. Simply, my inheri- 
tance is a dud for earning a living. 

Baldev: So is this about sons? Is this about fa- 
thers? Or is this about the brands? Or is it the 
ideologies embedded in the brands? Or is it 
about how different sons wear their inheritances 
differently? See, a father passes on the legacy to 
his children. Some legacies make huge waves 
and impact the whole world silently. Some lega- 
cies make huge noisy waves, get noticed but not 
necessarily impact the world. So, there are busi- 
ness people who have sons and grandsons who 
keep the family business flying high, generation 
after generation. Then there are sons and grand- 
sons of ethical icons... who are called upon to do 
the same, but it is not so simple as selling soap 
and counting the profits. Character icons leave 
behind a huge responsibility, and it is not neces- 
sary that a son share in his father’s passion! 

Altaaf: Ok! we will examine why Khush does 
not share in his grandfather's passion, but first I 
will stick to my branding theory that leads to 


“In 


recent times it 


indigenous, 
rich, successful 
appealed to 
thousands of 
Indians; a very 
a 
passion 
translated into 
a movement” 


the economics of anything. How did Gandhi the 
brand take birth? It started with an individual 
with a drive; the drive was to be treated with re- 
spect, not to get pushed out of a train. Most of us 
don’t respond to a drive for its own sake — 
Gandhi did, Tata did, Birla did, Dhirubhai did... 
and for some people, a response can be the rest 
of their lives! They replicate that drive across 
masses. That is how a brand is born — when the 
inner drive transcends and pervades outwardly 
and encompasses millions... like Gandhi did —a 
movement is born. 

In recent times it has been Dhirubhai — his 
drive to be indigenous, rich, successful ap- 
pealed to thousands of Indians who bought 
shares in his initial company; a very personal 
passion translated into a movement. While 
Gandhi mined your sense of self-respect, 
Dhirubhai fed your self-esteem. So, the ques- 
tion before their heirs is — do I want to sustain 
the movement? Because it is the movement 
which will sustain the drive! In Gandhi's case — 
the objective was fulfilled — the self-respect 
was asserted, the freedom from the British had; 
I am free of class consciousness... 

Khush: So my point is validated! Brand 
Gandhi's Use-by date is up! The drive now feeds 
off the movement, while it was the reverse ear- 
lier! So, where are the drives of Tilak, Patel, 
Gandhi? What is being done by the families to 
sustain that drive? 

Baldev: Why should families ‘do’ anything? 
How does that become their onus? Mysore San- 
dal Soap belongs to the creators, the organisa- 
tion, not to the government of Mysore! 

Altaaf: Yes, the character icon's passion may 
not have context in the son's era! Like typewrit- 
ers! My father had a Remington which he pro- 
tected from us kids. He kept it covered with a 
special cloth. Today, we have three computers at 
home. The typewriter is in the store room. 

Khush: Exactly! Like integrity had a context 
during the freedom war, which was a dharmic 
war; today is about competition, money, growth, 
winning, attacking, grabbing... these are based 
on artha, kaama, at their basic, on survival of 
the fittest, where fittest is left open to interpreta- 
tion! What context does brand Gandhi have? Is 
there a frenzied demand for integrity? No! So 
accept that. Your people will want what is seen 
as succeeding. Just last week, after the board re- 
sults, my young nephew innocently asks me, 
‘Maamu, will I make more money as a CA or as 
an MBA?' So, if people of India wanted se 
they would have done acts to prove it. 

Brand Dhirubhai was about a brat afficit 
existence for the middle class or making the 
unit rupee work harder for the common man. 
Hence, if brand Dhirubhai is renewed, it can 
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impact the youth, give them a drive. It is more 
contextual for the 21st century. 

Altaaf: And Brand Gandhi is not? 

Khush: Sorry, but that is so... Dhirubhai's 
mission is relevant — can I provide communi- 
cation at the cost of a Rs 1 stamp? Voila, you 
have Reliance mobile! Who put communica- 
tion so close to your barber and plumber and 
Shalinibai? 

Baldev: See, a Gandhi's drive was to provide 
people with individuality; independence was 
not just ‘from the British’, it was from our self- 
created bondages! The bondage of I am inferior, 
I am brown, I am poor... you now re-interpret 
that drive and start the process all over again. 

Altaaf: Fair enough, I admit Brand Dhirub- 
hai moved me from coarse cotton to polyester; 
he moved me from 75 paisa (postcard) words to 1 

rupee voice (mobile); today in the face of mate- 
rial comfort, it is convenient to pooh-pooh 
Brand Gandhi and say he only gave freedom 
from the British, and that that context is over 
and done with; but I am saying Brand Gandhi 
stood for a lot more! In 1947, Brand Gandhi un- 
leasehed self expression. It is that self expression 
and those of Tilak's (swaraaj mazaa janma sid- 
dha adhikaar aahey!) that gave us voice. Isn't 
swaraaj, entrepreneurship at a micro level? 

Baldev: I will tell you where the lines are 
clearly drawn. Today, the most visible brand is 
the brand of wants, hoarding and accumula- 
tion, of power, of display. In the process, the 
icons that endorse these are venerated and have 
come to define the standard of living. Isn't that 
why our own CMDs private resort and jet and 
daughter's wedding make it to the glossies? 

/ Khush: Then I have to say that Brand Busi- 
ness Tycoon is a better brand than Gandhi — 
because he has successfully re-interpreted the 
original drive to this age by moving from ‘have’ 
to ‘have a heck of a lot’; from convenience to 
comfort — whereas Gandhi the brand has not! 
Brand Tycoon deftly moved us from polyester to 
pocket phones; from country liquor to good 
quality liquor; from Indian steel to global steel; 
The tycoon sons are carrying forth the brand ef- 
fectively. But character icon-sons like me can- 
not do much with their inheritance. 

Yes, it is desirable to be venerating a Gandhi, 
but unfortunately that brand has no takers in 
India. No buyers, no sellers. When was the last 
time you heard any Indian politician quote 

‘Gandhi? Gandhi is pure history. In Peitermar- 
itzburg, they threw him out of a train in Dur- 
ban; we did better, we threw him out of India! 

“Looking objectively , today the Brand Tycoon 
has successfully re-invented itself; but how does 
one bring Gandhi to today? ‘Gandhigiri’, a-la 
Munnabhai was good entertainment with 


rm 
The 
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Gandhi are 
polar, yet 
they have to 
coexist — that's 
how it seems to 
me. Firstly, 
India is about 
the middle 
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they need the 
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taporitalk, but in what ‘mass’ sense so that it can 
be the movement it was? Two movies and ten 
jokes? Today, a Shah Rukh Khan stands for de- 
pendability, for superstar quality, Saif Ali Khan 
for desirability, for the modern youth, Dhoni for 
something else... but Gandhi? Gandhi does not 
stand for anything. He has no context... 

And because nothing is being done, it ceases 
to be a movement. Taj Mahal attached itself to 
tea, to hotels, to saffron... but Gandhi has no 
suffixes. A brand has to express, keep speak- 
ing/talking to be relevant. A brand has to per- 
vade your life; not occasionally visit you! 

Altaaf: Are you saying Brand Gandhi is not 
speaking or are you saying it should speak? Isn't 
brand equity measured through recall? 

Khush: No, I would say brand equity inheres 
in a brand. The recall only determines its 
saliency. The two brands Tycoon and Gandhi 
are polar, yet they have to coexist — that's how it 
seems to me. Firstly, India is about the middle 
class — not tycoons; they need the Gandhi fac- 
tor. Yet, what is more visible in their lives? What 
do they aspire for? Take our politicians. Would 
they rather be a Gandhi or a tycoon? 

Baldev: Ok, listen, Brand Tycoon caters to 
the senses, and the senses have self-generating 
demand and seek fulfilment instantly. Brand 
Gandhi caters to the intellect, which is beyond 
the senses. The senses thrive on material, the 
intellect on the abstract! Consequently, Brand 
Tycoons translate into money. Can you say that 
for Brand Gandhi? If anything Gandhi is a per- 
ceived threat to capitalism. 

Altaaf: Khush, your grandparents were ac- 
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tively involved in the freedom movement too; 
what was it like for you as a child? 

Khush: They worked on the periphery of the 
freedom struggle — working for an under- 
ground printing press, led marches, protested 
outside shops selling foreign goods, participated 
in the Quit India movement, etc. They were not 
the front page newsmakers but their role was 
valuable. Nana, naani were very austere in their 
living habits. Did all their chores themselves, no 
hired help, nothing. My parents too lived care- 
fully, saving everything, spending nothing. 

They, therefore, introduced a great many val- 
ues in me when I was a child. As long as I did not 
know that others lived differently, all this did not 
hold any sense of exclusivity. But once I began to 
see that most of India preferred to live unhinged 
from all values, unbound, unthinking, I was 
startled that our country was so divided. So, I 
have spent a lot of time thinking about all that 
Baapu (Gandhi) stood for, and feel I must bury 
him forever instead of fossilising him in films. 

So, coming back, the sub-brands of the 
mother brand Gandhi are quite strong — satya- 
graha, non-iolence, passive resistance, vegetari- 
anism, etc, and have context for the UN, for Is- 
rael, for Obama, for Nelson Mandela. So like 
neem, yoga, etc. Gandhi too has been discov- 
ered by others than us! While the mother brand 
is at best a bank holiday, truth be told, the sub 
brands have lost their relevance for India. 

So me, Khush Virmani, grandson of a Gand- 
hian, am stuck with a lifestyle — not with an ide- 
ology — even before I came of age, the ideology 
had been put to rest. A business tycoon can sing 
for AIDS, wear leaves and do an ad for PETA — 
itis exciting. But Brand Gandhi cannot show off; 
Gandhi is a very stubborn brand; he won't yield! 
A brand is about propagation — must be seen, 
heard, felt... Gandhi was an idea. The idea 
Gandhi died with the man Gandhi! 

(At this point baby Guddu came back, re- 
freshed from her siesta, with her daadu, 
Baldevs father.) 

Baldev: I think, the difficulty is in calling 
Gandhi a brand. It is not a negotiable brand. 
Just as a Ramayan, a Gita, a Quran will not 
change stance as time changes... you don't ex- 
pect them to peddle themselves. The Gita does 
not come to you. You go to it... you make that 
choice or you don't. Ditto Gandhi. 

Altaaf: You must understand one fundamen- 
tal difference: Brand Gandhi is beyond time; it's 
about donning it, being it and evolving into it; 
Brand Tycoon is not ambition, determination 
and success. That is what you are deriving from 
it for your context. But Brand Gandhi stands for 
the same set of attributes across time and space. 

Baldev: Sorry guys... Gandhi was never a 
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brand; we made him a brand and we agonise 
why he does not work for us! The British can 
make a brand out of Princess Diana, they have. 
the money... 

Khush: Sorry, the Dalai Lama does not even 
have a country. Yet, he is feted and quoted the 
world over. Nelson Mandela was behind bars 
when he became a cult brand.... Che Guevara 
died and then became a cult brand... then what 
happened to Gandhi? 

Father Dhillon: Abhi main kuch boloon... 
Legacies are many. Some families leave a social 
legacy. Some leave a business legacy. Some busi- 
nesses are envisioned to earn money, wealth. 
Down the street, we have Goldy Self Help 
Stores; and we have Jain Stores. Jain has never 
asked even our Chhotu for payment. If Chhotu 
goes there and says, Surf dey do, he gives. For 
Jain, it is a relationship with our family. I used 
to know Kantilal Jain in the 60s... his son Gird- 
hari and later his grandson Kishorilal and now 
the great grandson Mayank... no change in their 
attitude to me or to you or to business... exam- 
ine what Goldy’s Goldy-bhai said yesterday 
about the date-expired mustard he sold us? 
That is what I mean... 

Now, take the Tatas and Birlas — their rela- 
tionship was always based on love and trust. 
Medium of transaction is relationship. Today, 
relationship management is a new discovery! 
Banks have a job called relationship manager 
and pay him for it! That is how we have the 
Goldy-type brands, where I can be either in- 
vestor or customer or employee only — transac- 
tional. Not perennial, like a family. 

The Tatas sold Tata Tea to employees, made 
them shareholders! Did Mr Tata make money. 
on this? No. Because they have a deep sense of 
shraddha for the people who work for them. 
When we see them, we fee! good. When we see 
them in public, when they are written about, we 
want to tell our children go work for them. 

“Today, those kind of companies are very few. 
That is why you won't ever think of a Tata or a 
Birla as a business tycoon. Why? His wealth does 
not show on him. All this translates to the on- 
looker, as values... I guess the underlying ethos is 
what differentiates business houses of those 
days and the new age ones: ‘How well can India 
live’ versus ‘how well can I live. So, Gandhi, 
made sense then, because the people had strug- 
gled along with him. Their stock-in-trade was 
identical. Their mission and vision was identi- , 
cal... you have to own the mission, you see! 

Bored with big-people talk, baby Guddu tod- 
dled out of the room. Tracy Barbie was aban- 
doned on the floor again... 
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Xerxes Desai was the 
former CEO of Titan 
Industries and 
currently does 

pro bono work as 
strategy advisor for 
the social sector. 


THE ENTIRE DISCUSSION BETWEEN KUSH, BALDEV 
and Altaaf flows from a basic misunderstanding 
of the difference between ideologies, vocations 
and icons on the one hand, and brands on 
the other. 

Altaaf’s peremptory proposition “here we 
have two sets of ideologies, hence brands” 
should have been challenged, at least by the 
more thoughtful Baldev. Perhaps, the trio can be 
partially excused having just returned from a 
brand launch! 

Brands are names given to products and serv- 
ices for sale. Yes, we do refer to brands of capi- 
talism and socialism, but the brand there stands 
for a particular type or variant. Dhirubhai Am- 
bani did, of course, create a super brand, but 
that is something else. Gandhi would have been 
greatly amused if somebody had typified his be- 
liefs as a brand. Both Gandhi and Dhirubhai 
were responding in their different ways to chal- 
lenges peculiar and pertinent to their times. 

Dhirubhai was a phenomenon appropriate to 
a new India focused on the economic advance- 
ment of the upper and middle classes. Among 
his major drivers were mass production of qual- 
ity products; market domination; personal 
wealth and power; and (necessarily) increasing 
the wealth of his investors. Almost every society 
needs such exceptional persons. But, Khush, 
they are what they are — exceptions! 

Unlike Dhirubhai, some Indian business 
leaders, the most celebrated among them being 
the Tatas, have focused not on just the ends 
themselves, but also on the means to achieve 
those ends. The Tata Group, for instance, has 
distinguished itself by creating a corporate and 
business ethic that Indians often wistfully talk 
about — which was, perhaps, a factor in recent 
global acquisitions. 

Gandhi was the product of a time that wit- 
nessed not only the struggle of a nation to throw 
off the yoke of foreign domination, but also two 
World Wars, a holocaust, and a catastrophic 
global economic depression. Those times called 
for austerity in the pursuit of certain noble so- 
cial, political and economic objectives. Gandhi's 
actions left behind an even nobler legacy, a 
legacy that is now crucially important even 
though it has fallen into some neglect. 


The likes of Khush (and there are quite a few 
of them) need to remember that Gandhi's 
legacy includes the pursuit of a secular India, 
the blurring (even elimination) of caste and 
class differences, the uplift of women, the pro- 
tection of minorities, the strengthening of local 
self-government, the reduction of income dis- 
parities, the bridging of the urban-rural divide, 
and a huge pride in being Indian and in Indian 
goods. If Gandhi's legacy has not been put to 
good enough use, then blame the inheritors. 

The greatness of modern India is to be reck- 
oned not in terms of yards of polyester or the 
number of mobile phones or the boastful osten- 
tation of a few, but by the degree to which we 
have succeeded or failed in realising Gandhi's 
dreams. Very few can prosper economically and 
socially, unless we realise Gandhi's many objec- 
tives. The ambitious Khush could well end up 
among today's many and not the few privileged. 

In the purist capitalist model of economic de- 
velopment, the well being of the providers of 
capital (and their servitors, the professional 
managers) is a sine qua non. If you do not pro- 
vide for them, you will get neither the 'returns 
mandated' capital nor the hired brains. If capi- 
talists and managements prosper, then growth 
occurs, jobs are created and, hopefully, some 
generations later, benefits will begin to trickle 
down. Or so the argument goes! 

This model of development may yet succeed, 
but only ifthe democratic polity mindlessly per- 
sists in electing governments that serve only the 
immediate interests of the minority, while 
suitably lacing its actions with promises o! 
prosperity to follow for the rest (at some un- 
specified future date). 

Fortunately, Indian industry has shown dis- 
tinct signs of enlightenment in recent times anc 
begun to manifest a social conscience. Corpo- 
rate social responsibility or CSR (something 
that Jamsetji Tata introduced almost a century 
and a half ago!) now figures in the agenda o! 
most large and mid-sized companies, albeit 
with varying real commitment. Nevertheless 
we are increasingly seeing a new dialectic 
emerging: a growing synthesis of the seemingly 
antithetical thinking of Dhirubhai and Gandhi 
The sons seem to be doing in an organised, duti- 
ful and accountable manner what some of thei: 
fathers did in a passionate and pioneering way! 

Where even the worthy Baldev erred (alon; 
with the self-seeking Khush and the brand con 
scious Altaaf) is that the choice should lie no 
between the ideologies of Gandhi and Dhirub 
hai but in developing a third alternative, a nev 
synthesis or set of values. After all, the purpos: 
of debate is to open new vistas and to develo] 
new ways to address old woes. 
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It's easy to 
emulate the 
rich; Bapu 
asks for many 
sacrifices, his 
is a tough act 
to follow 


Tushar A. Gandhi is 
the founder president 
of Mahatma Gandhi 
Foundation and 
president of Lok Seva 
Trust. He is the great 
grandson of 
Mahatma Gandhi 


Gandhi 
On Sale 


WHEN BUSH SR., LAUNCHED THE FIRST GULF WAR, A 
million people staged an anti-war march in 
Washington DC. The next day the Washington 
Post carried a photograph: leaning against the 
statue of Bapu outside the Indian embassy was 
a placard left by a marcher that said: “Wish You 
Were Here. 

So, what is the idea of Gandhi? Did it — as 
Khush says — die with the man called Gandhi? 
Bapu said, “Truth, love and non-violence are as 
old as the mountains and rivers. I have not in- 
vented them. I have only lived and worked by 
them.” So, as long as these qualities are essential 
to our being, the idea called Gandhi cannot die. 

This debate is symbolic of the silent dialogue 
that many have with their conscience; necessi- 
tated by an indulgent lifestyle, that has further 
reduced Bapu to one chapter in the history texts 
book, one public holiday, and two ‘dry days. 
This generation has received Gandhi third 
hand, from Munnabhai, who glamourised 
‘Gandhigiri’ and briefly turned Bapu into a 
‘cool dude’. 

But Gandhi is alive in the work of many who 
work quietly. Be it Elaben Bhatt’s SEVA, the mi- 
cro credit and savings alternative for women 
scavengers of Ahmedabad, or the Magsayasay 
award winning Amte couple’s work amongst 
tribals in Naxalite dominated Gadhchiroli, Ma- 
harashtra, or the farmers from Nandigram and 
Vidarbha wrestling their rights from the mighty 
— Bapu is hope for those who live in despair. 

Our leadership has failed to influence a 
change in the lives of the poor, and the weak. 
They propound the idea of ‘wealth creation to 
eradicate poverty. Wealth creation has created 
a few millionaires and billionaires, only to set 
off the poverty in more harsh hues. They place 
wreaths at Raj Ghat and there it ends. They fear 
the very idea of Gandhi, becoming relevant. 

Gandhi the icon, and his philosophy are 
thriving elsewhere in the world. George Bush 
claims to frequently recall Gandhi after 9/11, 
now Barack Obama is inspired by him too; Har- 
vard Business School declared Gandhi the 
greatest manager of the century; they hope that 
ideal managers will emulate him. In a strife- 
torn world, the UN seeks Gandhi to endorse 
their role as peacekeepers of the world. It has 


declared 2 October, Bapu’s birthday, as the In- 
ternational Day of Nonviolence. Global warm- 
ing and violence against nature threaten our 
very existence; yet seven decades ago, Bapu 
warned us that “Nature has enough to provide 
for everyone's needs, but cannot provide for any 
one’s greed.” The Pachauris and Gores cham- 
pion this philosophy now. 

Commercially too, Brand Gandhi has been 
used by Apple Computers, Raymonds and Tele- 
com Italia in award-winning commercials. 
Even Audi wanted Gandhi's qualities to help 
sell their luxury sedan in Spain. 

The Gandhi brand has been abused too. Most 
glaringly, by our politicians through their sham 
worship. In India, Bapu is placed on par with the 
national flag, anthem and emblem. He is pro- 
tected by a Constitutional Act. But our govern- 
ment has not once prosecuted those who abuse 
him. In early 2000, Maxim, USA, ran a cartoon 
feature titled ‘Beat the Wimp Fitness Work Out. 
It showed an all-American jock punching kick- 
ing and stomping a dummy, the dummy was a 
replica of Gandhi. NRI Indians in the US 
protested, Maxim published an insignificant 
and insincere apology. Even a Mumbai 
eveninger advised me to have some sense of hu- 
mour. I sent these to then Prime Minister A.B. 
Vajpayee asking him to take action. My lette: 
was not even acknowledged. Few years ago, ar 
Australian takeaway franchise registered it: 
brand ‘Handi Ghandi’ (sic); their logo depictec 
Gandhi dressed as a chef selling tandoor 
chicken and roghanjosh. An NRI working ir 
Australia protested and got the logo changed; h“ 
sought help from the Indian High Commission 
they pleaded inability, I wrote to Prime Ministe: 
Manmohan Singh, my letter met the same fatı 
as the one I had written to Vajpayee, stony si 
lence. The government of India did nothing. 

Today, it is easy to emulate the rich and fa 
mous and opt for a life of self-indulgence; Bapu 
asks for too many sacrifices, his is a tough act t« 
follow. Yet when the chips are down, we pra) 
like the anti-war protestor in Washington 
“Wish you were here, Bapu.” 

To the doubters, I give Bapu's words: *I wil 
give you a talisman. Whenever you are in doubt 
or when the self becomes too much with you, re 
call the face ofthe poorest and the weakest mai 
whom you may have seen, and ask yourself, i 
the step you have contemplated is going to be c 
any use to him. Will he gain anythin, 
by it? Will it restore him to a control over hi 
own life and destiny? In other words, will it lea: 
to Swaraj for the hungry and spirituall 
starving millions? Then you will find you 
doubts and your self melting away..." and ques 
tions, answered. 
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Digital ideas 


Digital photo 
frames have 
stormed 
Indian 

living rooms 
like never 
before 
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A 6-7 inch frame is 
good enough for a 
bedside or your desk 
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THE PHOTO FRAMES ON YOUR MANTELPIECE SAY IT 
all. Your graduation, your wedding, your 
child’s first birthday, your first trip overseas — 
your life, literally in a snapshot. But in homes 
across the world, the clutter of dozens of 
frames is fast being replaced by one digital 
photo frame. 

Watch a slideshow of that unforgettable 
vacation or a cake-smearing video of your 
birthday party. Or, just carry your memories 
with you every time you travel. Digital photo 
frames are being welcomed into living rooms 
around the world, revitalising the old tradition 
of taking and displaying family photographs. 

The LCD (liquid crystal display)-based 
digital picture frame technology has been 
around for several years now, but poor 








resolution, low processing power and high 
price points had prevented it from making a 
more prominent place for itself in the living 
rooms. But, in the past five years, LCD screens 
have outsmarted and out-priced the rival 
plasma technology. Today, there is a global 
wave of digital photo frames, which has 
surpassed LCD frames’ all previous attempts 
to make inroads into the living rooms. Nearly 
every company in the business of photography 
— Kodak, Sony, Polaroid, Philips, Hewlett- 
Packard — has launched frames, fuelling the 
world-wide demand for nearly 20 million 
frames this year. In India, HP and Polaroid are 
yet to introduce their frames, and the digital 
photo frame market is still nascent, with just 
30,000 units sold in 2007. But this year is 
seeing a robust increase in volumes. 

If you are setting out to buy one for yourself, 

' capitalise on a few savvy tips. First, the size. If 
you plan to place it by your bedside or on your 
desk, a 6-7 inch frame is good enough. 
However, if you wish to hang it on the wall, go 
for an 8-10 inch frame. Do ensure that the 
screen resolution is a minimum of 780x630 
pixels. Anything lower than that may work on 
the 6-inch frame but would pixelise the picture 
on large frames. Though digital frames were 
originally launched to display still shots only, 
those ones are now becoming passé. Go in for 
the one that can play videos as well — after all, 
nearly all digital cameras are now equipped to 
record videos. These frames also have the 
option of playing soft music along the 
slideshow of your favourite pictures. 

Most frames come with a 128 MB or 256 
MB internal memory, but this can be extended 
with a USB drive, an SD card, or a memory 
stick. Ensure that your frame has these slots. If 
you would like the frame on the wall, look for a 
spot that is close to the power source to avoid 
messy wiring. Digital photo frames need to be 


PLUS POINT: 
Originally launched 
to play snap-shots, 
many digital photo 
frames now are 
equipped to play 
videos as well 


powered by 6-9 volt AC current via an adapter. 
Now that you are being picky, go for the best 
value for your money. Look for a few 
additional features such as a radio or an alarm 
clock, which would be useful if you plan to 
place the frame by the bedside. High-end 
frames even come with a remote which allows 
you to control the displays. 

Globally, frame makers are introducing 
many more innovations. Recently, US-based 
firm Parrot launched a frame that accepts 
photos sent to it from a GSM phone via an 
MMS. The Parrot DF7700 digital photo frame 
comes with an integrated SIM card. 

If you are buying a frame in India, be 
prepared to sign off cheques with a premium 
of up to 30 per cent over US rates — prices 
range from Rs 6,000 (6 inch) to Rs 11,000 (10 
inch) for branded frames. Unbranded frames 
from a host of lesser known companies are 
available at prices starting at Rs 2,100 for a 6 
inch frame. But check out the bare essential 
features and the resolution before putting your 
money on them. 

At the moment, Taiwan's Transcend 
dominates the Indian market with an 
approximate 25 per cent market share, 
followed by Kodak at 15 per cent. Sony, 
Philips, Samsung and Taiwan's Genius have 
only recently launched their products here. 
Digital photo frames are being marketed by 
almost all big retail chains, including Reliance 
Retail, Croma and The Future Group. 

For a change, it is not China that is the 
world’s largest manufacturer of such frames. 
That credit goes to Taiwan, which accounts for 
nearly 90 per cent of global shipments, 
followed by China’s 10 per cent. With no one 
planning to manufacture them in India, the 
prices of branded frames are not likely to dip 
dramatically, just yet. 

Rajeev Dubey 
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IT’S ALL JUST A BIT TOO 
plush. The inlaid 
marble floors are 
spotlessly clean, the 
well-designed signage 
is actually visible and 
helpful, the ambient 
temperature just 
right, and the wash- 
rooms come equipped 
with potted plants, 
cloth towels and 
complimentary toilet- 
ries. You could easily 
be forgiven for think- 
ing that you had 
walked into a five-star 
hotel rather than a 
shopping mall. 

But then that is just 
what the recently 
opened 
in Delhi's Vasant Kunj 
area aspires to be — 
the country’s ultimate 
luxury mall. And with 
international luxury 
brands such as Louis 
Vuitton, Christian Dior, 
Cartier, Just Cavalli by 
Robert Cavalli, 
Burberry, Leiber, Harry 
Winston, Fendi, Dolce 
and Gabbana, Kenzo 
and Chopard setting 
up shop here, no 
doubt the mall will 
soon become a must- 
stop destination on 


every luxury 


LUXURY PERSONIFIED 


ee o- 


The mall is subtle 
and quiet both in its 
interiors and am- 
bience. But what jars 
is the rather obvious 
demarcation between 
the Indian and the 
international brands. 
While the global 
brands are to be 
found on the ground 
— which also displays 
a Lamborghini and a 
Bentley right next to 
the rather posh 
Emporio Cafe — and 
the upper ground 
levels, the Indian 
designers have been 
relegated to the first 
and second floors. 
Despite this, the 
sprinkling of shoppers 
gravitated towards the 
Indian stores, includ- 
ing Rohit Bal and 
Tarun Tahiliani 
outlets, which match 
the panache of the 
global stores. 

Emporio might just 
be the litmus test for 
the ponderings of 
various luxury pundits 
in India. Whether the 
footfall translates into 
sales is what remains 
to be seen. 

Sumati Nagrath 


SUBHABRATA DAS 


PET NAMES 


Their masters’ dogs 


A FIRST-OF-ITS-KIND 
mass wedding was 


organised for them in 


Delhi recently. And 
dressed as brides or 
grooms, at least 500 
of them turned up to 
sniff out their pros- 
pective partners. 
Although they may 
not have had such an 
outing ever before, 
but when it comes to 
being loved and 
pampered by the rich 


and the famous, many 


dogs are spoilt no less 
than their owners’ 
own children. And 
giving their pooches 
ingenious and quirky 
names seems to be 


the owners’ pet way of 


demonstrating 
affection for their 
dogs. If Hollywood 
celebrities excel in 
giving weird names 
to their children — 
actress Shannyn 
Sossamons son is 
called Audio Science 


ates 


m 
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AMIT VERMA 





MAN'S BEST FRIEND: 
Gautam Thapar with 
his Retrievers; and 
(below) Ratan Tata 
with his Alsatians 


while television host 
Paula Yates's 
daughter is named 
Heavenly Hiraani 
Tiger Lily — Indian 
celebrities outdo each 
other in naming their 
pets. While they 
follow the 
conventional path 
and give their 
children names with 
gravitas and mean- 


ing, their adven- 
turous self surfaces 
when choosing what 
to call their pets. 

Ratan Tata's eight- 
year-old Alsatian, for 
instance, is called 
Tito, perhaps a 
homage to the 20th 
century Croatian 
revolutionary of the 
same name who led 
an anti-fascist 
movement during 
World War II. Since 
Tata has two of them, 
what better name for 
the second one than 
Tango. Gautam 
Thapars four 
Retrievers are called 
Fidelio, Kozy, Sally 
and Molly. Sunil 
Mittal of Bharti 
group has named his 
dog Romeo. The 
editor of a leading 
business daily calls 
his dog Economy, 
while that of a weekly 
magazine calls his 
canine Editor. Maybe, 
to misquote 
Shakespeare, a lot's in 
a name. 

Shalini S. Sharma 





AUTOMOBILE 
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IF THE BLISS OOZING 
out of the blogsphere 
is anything to go by, 
bike lovers in India, it 
would seem, have 
attained nirvana. 
And it is the new 
Yamaha R15 that has 
them all so enthused. 
If the intention 
behind its launch was 
to establish Yamaha 
as a trendsetter in 
sports bike category, 
then this 150-cc 
liquid-cooled mach- 
ine has done that and 
much more. With one 
fell stroke, it has left 
street stars such as 
Pulsars, Karizmas 
and Apaches far 
behind in terms of 
performance. One 
would have thought 
that the country's 
middle-class would 
have found a two- 
wheeler with a price 
tag running in SIX 
digits, a tad expen- 
sive. But priced at Rs 
1,10,000, the R15 has 
many takers. 
Produced at the 
companys Surajpur 
plant in Uttar Pra- 


desh, this super sporty 


bike has a four-valve 


Street hawk 





RIDING HIGH: Yamaha 
R15 is a hit despite 
being highly priced 


fuel-injected engine 
that exudes a horse 
power of 17 and 
attains a top speed of 
140 kmph. R15 is said 
to have been designed 
with wind tunnel 
technology in Japan. 
But it's not all 
bouquets. There are 
some beastly remarks 
and brickbats too. 
Critics condemn the 
R155 tyres as being 
‘too thin’ and lament 
that its small frame is 
good enough only for 
the 5 ft-8-inches 
riders, but experts 
aver that the thin 
tyres have been made 
specially for Indian 
roads. They provide 
the bike a firm grip 
on the road even in 
the wettest of condi- 
tions. This bike 
reportedly grows in 
stature gradually, and 
after an initial 1,000 
km, compels every 
rider to say, as one 
blogger put it, “R15 
tussi great ho!” 
Shalini S. Sharma 


TRIBHUWAN SHARMA 


Invogue 


BON VIVANT 
Making a mark 


IT MAY WELL BE THE DIGITAL AGE, BUT THE PLEASURE OF 
signing an important document or a note to a 
loved one with a beautifully crafted fountain pen, 
simply cannot be replicated. After a small hiatus, 
people are once again looking to Mont Blanc, 
Cartier, Waterman and Schaeffer to add to their 
personal style statements. 

With a history that stretches back several 
centuries, the fountain pen makers of today have 
to outdo themselves to keep up with the rich 
heritage. Having perfected the essentials of nib 
quality and the ergonomics of the pens, the 
makers are now concentrating on the aesthetics. 
Take for example, the limited edition Mystery 
Masterpieces created jointly by Mont Blanc and 
Van Cleef & Arpels. Each takes about 18 months 
to create and costs $730,000. Each pen is 
studded with 840 diamonds and over 20 carats 
of either rubies, sapphires or emeralds. 

There is more on offer for those who want their 
pens to be more than just about writing. The 
Ripple HRH Limited Edition Visconti fountain 
pen made of 18K white gold, studded with 
diamonds and 18K gold nib costs $57,000. 

And if you want your pen to be one of a kind in 
the world, then you should try the La Modernista 
Diamond Pen. Commissioned by Swiss company 
Caran d'Ache in 1999 as homage to architect 
Antonio Gaudi, the fountain pen sold in Harrods, 
London, for $265,000. 

Indians too are realising the almost 
instantaneous gravitas that accompanies the use 
of a well-crafted fountain pen. Their appetite for 
luxury fountain pens has just been whetted. 

Janhavi Abhyankar 
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BROWSING 

Ajay Sharma 
ountry Head, 

HTC India 

| am currently reading 
The Arc of Ambition: 
Defining the Leadership 
Journey by JAMES 
CHAMPY and NITIN 
NOHRIA. The book 
encourages one to have 
aspirations beyond one’s 
wildest expectations, and 
Says that it is possible to 
fulfil them if one has the 
courage, is persistent and 
follows the right process. 
| am also reading 
Morgan's Run by Colleen 
McCullough, Execution: 
The Discipline of Getting 
Things Done by Larry 
Bossidy, Ram Charan and 
Charles Burck, and 

48 Laws of Power by 
Robert Greene. 


. One For The Road 
That Wont Kill 





^in 


by feroz ahmed 


TRAFFIC WHY WE DRIVE THE WAY WE DO 
(AND WHAT IT SAYS ABOUT US) 

BY TOM VANDERBILT; ALLEN LANE/PENGUIN; 
PAGES: 416; PRICE: $24.95 


‘BLOODY TRAFFIC!’ IS FAST REPLACING ‘HOW ARE 
you?’ as the opening line of choice when people 
meet at social or official gatherings. Progres- 
sively, people are spending more and more of 
their life stuck in traffic as more and more of us 
spill out on the roads cooped up in our automo- 
biles — to go to work, shop, dine out, meet 
friends, and so on. 

With hundreds and thousands of us trying to 
get to our respective destinations at the same 
time, we are bound to come in each other’s way, 
and there is no wishing away the noisy choc-a- 
bloc traffic. And if you banned automobiles 
from certain areas, chances are that after some 
time you will have congestion of whatever 
transport it is that you permit, as Copenhagen 
found out when it favoured cycles in its city cen- 
tre. Soon, there were cycle jams and cycle park- 
ing problems. 

Then what does one do to get rid of that per- 
sistent anxiety over getting late for appoint- 
ments or the sheer frustration over simply wast- 
ing a significant proportion of one’s life trying to 
get somewhere? Well, erudition can certainly 
help. It at least gives one the illusion of being on 
top of the problem — knowing how the problem 
came about, how others have tried to solve it 
in the past, and what worked and what did not. 
So, instead of getting frustrated and angry, 
one could intellectualise the issue and ratio- 
nalise its experience. Tom  Vanderbilt's 
TRAFFIC is a big help on that count. Interest- 
ingly, the author picked up a lot of unconven- 
tional traffic wisdom while on Delhi's streets. 


TOM VANDERBILT writes on 


including Wired, Slate, the 


and 7he Sneaker Book. 


design, technology, science and 
culture for many publications, 


London Review of Books and 
Rolling Stone. He has written 
two other books: Survival City 


"What other city in the world is like Delhi?" 
the city's traffic police joint-commissioner asks 
the author. Delhi has 40 modes of transport vy- 
ing for space on its wide roads, the author 
learns. Sidewalks belong to beggars and hawk- 
ers, so pedestrians also walk on the road. The 
traffic commissioner finds nothing wrong with 
cows squatting on roads. Rather, he is grateful 
for their presence as it helps in slowing the city's 
frenetic traffic. 

Driving in Delhi is about road grab, and sav- 
ing yourself from fellow road users. But then, 
the traffic chaos has a logic. It ekes out the last 
bit of efficiency from roads through contextual 
adaptation instead of following fixed rules Van- 
derbilt learns from an IIT professor. A three- 
lane road turns into a five-lane road as soon as 
traffic congestion occurs, and the two-wheelers 
fill up all gaps between four-wheelers, thus re- 
ducing the length ofthe jam. 

One also learns that traffic safety has less to 
do with systems, and more to do with careful- 
ness of the road users. In 1967, Sweden decided 
to switch from left-hand drive vehicles to right- 
hand drive because its wise men believed that 
would reduce mishaps. There indeed was a big 
drop in road accidents in the beginning. But 
within a year, the average returned to its left- 
hand drive era. The reason: initially, when driv- 
ers were asked to change the way they drove, 
they drove cautiously, and pedestrians watched 
them more carefully before crossing the road. 

The book also adds fuel to the debate whether 
expanding infrastructure is a solution to the 
traffic problem, or its creator. In 2002, a strike 
took place at a Los Angeles port, and 9,000 
trucks that used 1-710 highway daily went off 
the road. But within a week, there were 4,000 
extra cars on the same road to take up the space 
the trucks left. In contrast, a neighbour- 
hood in New York decided not to expand 
its roads to meet the needs of the growing 
traffic. The result: drivers looking to travel 
quicker avoided the neighbourhood, 
which in turn, avoided losing its peace and 
quiet to increased traffic. 

So, there is some food for thought, 
especially for Delhites who keep on 
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spending billions on widening roads and 
building flyovers, only to find that a few months 
of relief are followed by worse-than-before- 
traffic conditions as more people buy personal 
vehicles to travel faster with more road 
space available. 

Vanderbilt also touches upon parking prob- 
lems, something that is increasingly becoming 
as much of a bother as traffic jams. But it still 
has not caught the attention of either traffic en- 
gineers or the media — there are no parking re- 
ports unlike the ubiquitous traffic reports. A 
California University professor argues for high 
parking rates in cities, saying that offering the 
most valuable land in a city for free or low-fee 
parking is a great waste of a rare resource. For 
him, one way to reduce casual car usage is to 
make parking extremely expensive. 

So, there is plenty in this book to help you feel 
superior to those dorks that block your way or 
those boors who honk you out of your lane. 
Also, do not drive when you can walk or cycle to 
your destination! 


SELECTION 1 
gl Spiritual 

Trip 

A BLUE HAND THE BEATS 

IN INDIA BY DEBORAH BAKER; 


PENGUIN/VIKING; PAGES: 242; 
PRICE: Rs 499 





IT WAS THE 1960S. THE COLD 
War was at its peak, and every “disillusioned 
westerner’ was making his or her way ‘to the 
mystic East in search of... what exactly? A guru? 
An unlimited supply of drugs? Young boys? 
Nirvana? A wife? In A BLUE HAND, ac- 
claimed biographer Deborah Baker sets about 
discovering the answers to these questions with 
equal amounts of humour and empathy. 

Baker uses the Indian odyssey undertaken by 
American beat poet Allen Ginsberg in 1961-62 
as her entry point into the travels, experiences 
and realisations of not just those who accompa- 
nied Ginsberg — Peter Orlovsky, Gary Snyder, 
Joanne Kyger, Jack Kerouac, Gregory Corso 
and William Burroughs — but also those who 
followed in his wake. 

Talking specifically of Ginsberg, Baker says, 
*Yet despite his passion for the idea of India, 
there was something improbable about Allen 
Ginsberg's pilgrimage there. Unlike many of 
those who came after him, he neglected to leave 
much of his past behind. Instead, he brought 
most of it with him” 





While she ostensibly sets out to painstakingly 
research and document the spiritual, 
intellectual and corporeal encounters of 
Ginsberg and other beats, Baker also ends up 
piecing together a telling snapshot of India at a 
particular moment in history. 

As she retraces their steps from present-day 
Mumbai and Kolkata to the ghats of 
Benaras and the Himalayan foothills, Baker ele- 
gantly, and without judgement, narrates the re- 
sults of the encounters between the semi- 
orientalist beats and the bubbling cauldron of 
India's chaos and contradictions. | 

—Sumati Nagrath 


SELECTION 2 
Growing 
Up Pangs 


KIRIN NARAYAN'S MY FAMILY 
AND OTHER SAINTS 
(HarperCollins), whose title 
alludes to Gerald Durrell's 
My Family and Other Ani- 
mals, owes its origin to an act 
of revenge. Fed up with her family’s obsession 
for ‘spiritual quests’, Narayan told her mother, 
and warned, “When I grow up, I’m going to 
write a book called ‘My Family and Other 
Saints’, and put you in it.” And so she did. 

Narayan grew up in Mumbai, in a house per- 
petually crowded with India-besotted hippies 
from all over the globe, welcomed by her bo- 
hemian American mother who kneels at the 
feet of every swami she meets. Her Indian fa- 
ther, ‘Paw’, who mockingly refers to their extrav- 
agant guests as 'urugs, stumbles around the 
house in an alcoholic haze while grandma, who 
has a knack for meeting Gods in disguise, holds 
long conversations with her cow. 

As the youngest child, Narayan — she has two 
brothers and a sister — listened and observed. 
In 1969, her older brother Rahoul, whose spiri- 
tual hunger grew, announced that he was quit- 
ting school and leaving home to seek enlighten- 
ment with a guru. To her great dismay, her 
mother approved. 

While Narayan resents her mother’s irre- 
sponsibility and extravagance, she however 
shares her parents’ deep love of language, 
colour and fable. Narayan, like her siblings, 
leaves home to study in the US. But at the end, 
she might prove her mother right: “When you 
grow up,’ she told her young daughter, “you're 
going to be very grateful to have had such an in- 
teresting childhood.” 

—Noemie Bisserbe 
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AN OUTSIDER IN 
POLITICS 

BY KRISHNA BOSE 
PENGUIN/VIKING 
Krishna Bose’s 
autobiography comes at 
an interesting time. Three 
very different women — 
Sonia Gandhi, Mayawati 
and Mamata Banerjee — 
seem to be shaping 
Indian politics at the 
moment. A former English 
lecturer, wife of a 
freedom fighter and part 
of Subhas Chandra Bose’s 
family, Bose has been an 
exception in Indian 
Parliament and, as the 
title of the book says, a 
literal outsider in politics. 
In this well-written 
autobiography, she 
shares not only her 
impressions and 
observations about the 
development of Indian 
politics and policy, but 
also her personal 
experiences of being a 
working mother and a 
woman politician. 


21! 


Soothing Words 


The finance 
minister, with 
his cheery 
manner, is a 
wonderful lifter 
of moods. But 
he studiously 
avoids tackling 
the causes of 
industry's woes 





THE CONFEDERATION OF INDIAN INDUSTRY SOUGHT 
a meeting with the finance minister. He re- 
sponded promptly and graciously to its request, 
and met some of its top industrialists in the last 
week of August. The timing was a bit peculiar 
since the budget is some months away. But they 
had something to tell him which could not wait 
till January. The Reserve Bank's repo 
rate was 7.75 per cent in June; now it 
is 9 per cent. Cash reserve ratio was 8 
per cent till 8 May; now it is 9 per 
cent. The Reserve Bank had made its 
intentions clear as far back as May: it 
wanted credit to become scarce and 
expensive. It does not always follow 
up its intentions. But this time it did. 
Following its cue, banks have been 
raising interest rates. Call money 
rates hovered around 6 per cent in 
the first week of July; now they are 
close to 9 per cent, and rising. Prime 
lending rates in May were in the 10- 
12 per cent range. Now they are over 
14 per cent for every major bank, and 
hardly a week goes by without a 
clutch of banks announcing further 
increases. Some industrialists would 
borrow even at such inflated costs. But banks 
are not lending. They are running short of liq- 
uidity; and their cash shortage is spreading 
throughout the economy. 

The industrialists told Mr Chidambaram 
where the squeeze was hurting. The vehicle in- 
dustry is in a spin. The carmakers are big 
enough to be able to withstand the downturn. 
But the automobile component manufacturers, 
who depend on them, have seen their order 
books shrink, and they do not know where to 
turn. To make things worse, the manufacturers 
of steel and aluminium have raised their prices. 
Parts manufacturers are many; steelmakers are 
few. The latter just raise their prices from one 
day to another; their customers come to know 
about it in the morning's newspapers. The cor- 
relation in the prices charged by steel and metal 
manufacturers is such that their small cus- 
tomers suspect collusion in raising prices; but 
there is no one they can go and complain to. 
They might be able to pay the raised prices if 
they could raise some credit somewhere; but 
the banks, once their best bet, have clamped up. 

However, it was not the chorus of the small 
and tiny that the finance minister heard, for he 


SANJAY SAKARIA 


had not invited them. He had chosen only the 
high and mighty. They were measured in their 
comments; they stressed others’ sufferings 
more than their own, and turned Mr Chi- 
dambaram’s attention to the figures, especially 
the index of industrial production, which shows 
a precipitate fall. 

The finance minister made a big concession 
to them. Till now, he has been saying that the 
economy would grow at nothing less than 9 per 
cent for ever after. But after listening to the in- 
dustrialists’ tales of woe, he descended below 9 
per cent. He conceded that the economy was 
growing more slowly. But he stopped at 8 per 
cent. He would not go any lower, whatever the 
Prime Minister’s Economic Advisory Council 
may Say. For according to his advisors, invest- 
ment is 36 per cent of GDP; so the growth rate 
cannot fall below 8 per cent. They did not, of 
course, tell him that the figure of investment 
they give him is two years old. They did not say 
that what goes into the pipeline at one end does 
not have to emerge at the other, or that the in- 
vestment rate may limit how high growth can 
go, but it cannot place a floor on how low it may 
go. Nor could they go on about growth after 
K.V. Kamath, whom they considered one of 
their own, dismissed the industrial growth rate 
figures as being inconsistent with the top line or 
bottom line figures. He did not seem to have 
considered the fact that the accounts of the 
biggest thousand companies do not reflect the 
experience of the next million businesses. 

The industrialists were too well mannered to 
point out the above facts to the finance minister, 
or to insist on the matter which had brought 
them to him in the first place, namely that he 
was the finance minister, and that they would 
like him to moderate the extremism of the Re- 
serve Bank, on which he was supposed to exer- 
cise suzerainty. They had not gone to him for tea 
and biscuits; they were looking for some solid 
reassurance that the credit squeeze, timed pre- 
cisely by the Reserve Bank to coincide with a 
general downturn that was bringing down sales 
growth and compelling accumulation of inven- 
tories, would be eased. That was the one thing 
they did not get, although they had to admire 
him for the way he evaded the issue. Now they 
can wait for a meeting next year, when growth 
will be below 8 per cent and the finance minis- 
ter will reassure them that it cannot fall below 
seven, or zero, depending on the circumstances. 
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CASHING IN ON 





FINE MANNERS. FINE DINING. FINE CLOTHING. 
REQUISITES OF A GENTLEMAN. 
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The Clean 


INDIAS BABUS AND 
politicos say they are 
resisting reducing 
carbon emissions to 
protect the economy. 
The truth is probably 
twofold: most of our 
officials are lazy, in- 
tellectually and phys- 
ically, and realise 
they have lost the 
ability to effect real 
change. The work it 
will take to move to a 
green economy simply staggers 
their imagination. So they hide be- 
hind half-truths and package their 
shortcomings as prudent policy. 

In reality, cleaning up old indus- 
tries and developing new green 
ones is a GDP-boosting, multi-bil- 
lion dollar endeavour that will cre- 
ate lakhs of jobs and put India on 
technology’s cutting edge. But it 
will disrupt powerful vested inter- 
ests, and they are lobbying to keep 
us stuck on fossil fuels. 

Meanwhile, other countries, in- 
cluding China, are taking leader- 
ship positions in green technolo- 
gies, such as wind and solar energy, 
electric vehicles (EVs), pollution 
control equipment and recycling 
systems. Even India’s top green 
companies, such as wind energy 
major Suzlon and EV maker Reva, 
are focusing on foreign markets, 
where they receive the support and 
subsidies they are denied at home. 

The root problem is New Delhi's 





Truth 


myopic view that CO? 
emissions be assessed 
on a per capita basis. 
Implicitly, New Delhi 
wants India to be able 
to increase its pollu- 
tion to US levels, that 
is, 15 times. This ig- 
nores the fact that In- 
dia is already the 
world’s fourth-largest 
polluter and is eco- 
logically unviable. 
Already, lung dis- 
eases and other environment- 
linked ailments are spreading, par- 
ticularly among children. And 
rising temperatures are hurting 
forests, farmland and cities alike. A 
better approach for India would be 
to cut emissions in exchange for the 
transfer of green technologies at 
subsidised rates and soft loans from 
international institutions to pay for 
their purchase. This would give In- 
dian companies an effective and af- 
fordable path to a greener future. 
Some enlightened companies are 
already pushing the envelope on 
green technology. Tata Motors and 
Mahindra & Mahindra are develop- 
ing EVs, Reliance Industries’ natu- 
ral gas finds could break our de- 
pendence on diesel and kerosene, 
and numerous efforts by steel, ce- 
ment and power companies could 
reduce their emissions dramatically 
by 2020. We can only cheer them on 
and hope that entrepreneurship 
drives India to a cleaner future. 


Fane 


jehangir s. pocha, editor 
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Value Of Dissent 


I fully support the approach taken by Reliance 
MF to protect the interests of minority share- 
holders (‘Doctrine Of Dissent’, BW, 8 September 
2008). Instances of MNCs providing cheap 
capital to group companies, and siphoning off 
profits generated in India to their parent 
companies (through purchasing trademarks at 
overvalued rates, etc.) are not uncommon. 

Given Reliance MFs holding in Novartis, 
they should step up their drive to squeeze 
more value out of the holdings, as investors 
such as Nelson Peltz and Carl Icahn did to 
underperforming companies abroad. These 
investors had considerable experience in 
turning around underperforming businesses. 
They would acquire minority 
stakes in the high-on-potential- 
yet-underachieving companies, 
seek a board seat, build value 
through improving operations, 
shore up the sales/profits and, 
finally, improve shareholder value. 
They would also force the targeted 
companies to overleverage their 
balance sheets and pay huge share 
buy-backs or special dividends. I 
am sure this move by Reliance MF 
is unlikely to fizzle out soon. The 
other MFs too should be asked to 
adopt a similar stance in the 
interests of the minority 
shareholder. 


T fee & aa ay — 


Pratibha, on email 


IT Is A Winner 


The moot question is, why did IT companies keep all eggs 
in one basket (IT Reboots’, BW, 15 September 2008)? Had 
they developed a risk combat plan, the pain of the US 
recession would have been much less. Diversifying into 
other countries takes time. And to deal with that they have 
to hand out pink slips to their employees. In all this, public 
perception of the Big Five has suffered. They seem to have 
forgotten that charity begins at home. 


Ashok Jayaram, Bangalore 


Time is a great teacher, and there is a huge opportunity 
awaiting Indian IT companies. There are less explored 
markets, and scope for inorganic growth — such as the 
Axom buy-out. Indian IT will be the winner in the long run. 


Roshan Agrawal, Sambalpur 


Accounting Monopoly 
ICAI fears competition not only from foreign 
competitors, but from Indians too (More Profit 
Than Loss’, BW, 1 September 2008). For 
instance, the statutory financial audit and tax 
audit mandatory under the Income Tax Act are 
under the exclusive domain of the members of 
ICAI, despite representations from the other 
two premier institutes — Institute of Cost and 
Works Accountants of India and Institute of 
Company Secretaries of India. 

Ajay Deep Wadhwa, Ranchi 


Service Pays 
Your editorial seems to have considered only 
the financial aspects of the Sixth Pay 
Commission award (Independence Day Gift, 
BW, 1 September 2008). It contends that 
government servants do not deserve such 
salary hikes — an absolutely baseless remark. 
Defence forces ensure a secure environment, 
something critical to attract foreign investors. 
Government servants work in remote areas, in 
extreme conditions. It is not correct to take 
such drastic stands. 

Gautam Nanda, Gurgaon 


Corrigendum 

In Quick Take (BW, 15 September, 2008), the 
name of NTPC chairman and managing 
director should have read R.S. Sharma. The 
error is regretted. 


Letters may have been edited for brevity. 
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Investing in green technology 
to fight climate change can 
prove to be a big 
opportunity for India's 
slowing economy. 





49, Column: Sudipta Das 

By adopting eco-equity as the ultimate 
goal, Indian businesses can help engender 
a green workforce. 





ON POINT 


IO Inviting Investments 
Once the world's largest FDI destination, 
the US is trying to stem its recent slide. 


11 Public Property 
India may not open up the nuclear power 
sector to private players just yet. 


12 NoTakers 
Apple, Airtel and Vodafone pass the buck 
over the exorbitant iPhone pricing. 
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14: Internal Battle 
Two ministries are at loggerheads over 
export duty on iron ore. 
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erty as per the World Bank standards? 
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24. Reverse Swing 


Emerging markets are posting losses, 
wiping out all gains ofthe past year. 


26 Losing Out 


Nokia loses market share in emerging 
countries, as handsets get commoditised. 


28 Grid Games 


A proposal to cap power-trading prices 
may affect power-surplus states. 
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44 New Ventures 


The New Pension Scheme will allow 
subscribers more flexibility. 


48 Bombay Dreams 
Bombay Dyeing and Bombay Rayon are 
riding divergent growth paths. 


52 Imposed Burden 
By not offering ATM-only cards, banks 
are promoting riskier debit cards. 
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54 Tight Fight 
With Google's new Web browser Chrome, 


the battle in cyberspace gets bigger. 


56 Charged Up 


New batteries that can pack more 
energy in smaller sizes. 


58 Support System 


Telecom devices that can help those suf- 
fering from Alzheimer’s. 


INVOGUE 
60 Old World Charm 


New innovative rickshaws will soon ply in 
Delhi and Chandigarh to pull tourists. 


62 Making It Simpler 


A new guitar software allows players to shift 
tuning at the click of a button. 


62 Getting Ready 


The fashion fraternity gears up for the coun- 
trys first-ever couture week in Mumbai. 


63 Fallin Love 


Why autumn in the US is a not-to-be 
missed experience. 


64 Bookmark 


India rising; how managers can get results; 
and India's dog history. 
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22 Ashok V. Desai 
The FTA with ASEAN marks an end to 
Kamal Nath’s active but unsuccessful tenure. 


30 Nayan Chanda 


While politicians are crying about jobs leav- 
ing the US, a reverse offshoring is happening. 
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BWonline 


businessworld.in 


Reading, though lonesome an experience 
at times, is too precious to give up, writes 
Pradeep Sebastian. 


Tushar Kanwar on whether Google's 
Chrome browser will change the face 
of the internet. 
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FOREIGN INVESTMENTS 


US Loses 


The former 


destination is 
striving to 
regain its 


The US's share of 
global inbound FDI has 
fallen by 9 per cent 





sii 


THE SEEMINGLY 
invincible US 
economy — which 
accounts for nearly 
two-thirds of the 
world's gross domes- 
tic product (GDP) — 
has lost its pre-emi- 
nent position as the 
world's largest foreign 
direct investment 
(FDI) destination, 
but it's fighting back. 
Right through the 
1990s and up to 
2000,the US 
accounted for 22 
per cent of all global 
inbound FDI. Over 
the years, this share 
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has fallen to 13 per 
cent in 2006, 
according to the latest 
World Investment 
Report 2007 pub- 
lished by the United 
Nations Conference 
on Trade and 
Development. 
Surprisingly, 
China's share during 
this period, too, has 
fallen marginally 
from 6 per cent to 
5.31 per cent, though 
in absolute terms FDI 
inflows have doubled 
to around $70 billion. 
But last year, China 
attracted over $200 


= =A 


billion of FDI, a 
figure it is believed to 
have surpassed 
within the first six 
months of 2008. 

The UK' share, on 
the other hand, grew 
from 8 per cent to 11 


per cent. China is now 


ahead of both the US 
and the UK. 
Developments such 
as these have forced 
the US to reintroduce 
the 'Invest in Ame- 
rica’ initiative last 
year after two deca- 
des. It was abando- 
ned in the 1980s 
following a furore 
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over the Japanese 
buying the Rocke- 
feller Center in New 
York and the Pebble 
Beach in California. 
‘Invest in America’ is 
an outreach progra- 
mme for investors — 
both domestic and 
foreign — to apprise 
them about the op- 
portunities in differ- 
ent states of the US. 
This year, the US 

has intensified efforts 
to reach out to coun- 
tries, including India, 
to double their FDI 
into the US. 

Rajeev Dubey 


billion dollars. The amount Vedanta Resources is investing to boost its aluminium capacity. 





NUCLEAR ENERGY 


“It is up to the Parliament to curtail my 


powers as president." 


Status Quo 








Tue NO SOONER HAD THE 
India IS Nuclear Suppliers 
unlikely to Group approved 

India-specific waivers 

open up than the private In a soup: Thai- 

nuclear POWET sector announced a land's Prime 
number of projects. Minister Samak 
ý for the But this enthusiasm Sundaravej has 
pr Ivate sector may be short-lived as been forced out of 


India does not allow suchplantsonapub- ^ plants. In this, apart office after a court 
the private sector in lic-private partner- from Frances Areva, ruled that he had 
nuclear power, keep- ship mode, and that Japan's Mitsubishi violated the Con- 
ing the domain too with domestic and US's GE and stitution by accep- 
strictly for Nuclear private companies. Rolls-Royce, India's ting payments for 
Power Corporation of According to L&T and state-owned appearing on a tel- 
India (NPCIL). Jairam Ramesh, Bharat Heavy Electri- evision show. Sun- 
Indications arethat minister of state for cals (Bhel) will be the daravej was paid 
the governmentis not power, the immediate biggest beneficiaries. $2,350 for the 
going to rush into priority is to get fuel The government is cooking show, 
amending the Atomic from other countries actively pushing L&T, Tasting and Com- 
Energy Act to throw to enable the existing which has a tie-up plaining. Under 


UK house prices plunged 12.7 per cent in 
August from a year, the biggest drop 


STATE MONOPOLY. Open the nuclear power units of NPCIL with Mitsubishi, as Thai law, the PM 
State-owned NPCIL Power business to to step up production. the second major cannot work for a 
is the sole beneficiary private players. At The other priority equipment supplier. private company 
of nuclear power best, the government is to get equipment Kandula while in office. 
business in India would encourage for NPCIL’s new Subramaniam 
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A ‘BIG BANG’ 
EXPERIMENT 


European Organiza- 
tion for Nuclear 
Research (CERN) 
scientists at the 
“switch on” of the 
Large Hadron 
Collider on 10 
September. The 
$8-billion collider 
passed its first test 
by firing a beam of 
protons around a 
27-km tunnel. 
Scientists believe 
this will help 
understand the 
secrets of 

the universe. 


TELECOM 


Blame Game 


iPhone’s 
stakeholders 
refuse to take 
ownership for 
its exorbitant 
pricing 





20 


Reality 
Gheck 


IT CAN'T GET ANY CURI- 
ouser. After the back- 
lash over the pricing 
of the iPhone in India, 
all the three stakehol- 
ders — service provid- 
ers Bharti Airtel and 
Vodafone Essar and 
phone maker Apple — 
have refused to take 
responsibility for 
pricing the iPhone at 


BLOOMBERG 


four times its US price 
of $199 (Rs 8,560) for 
an 8-GB phone. 

An e-mail from 
Apple says: "Pricing- 
wise, we do not have 
any comment as that 
was a decision taken 
by carriers Airtel and 
Vodafone.” This has 
been debunked by the 
operators. “Airtel does 
not make any money 
on this,” says Sanjay 
Gupta, chief marke- 
ting officer for mobile 
services at Bharti 
Airtel. “The pricing 
has been determined 
by Apple.” This is 
echoed by Vodafone's 
Chief Marketing 
Officer Harit Nagpal: 
“We are only agents. 
It's an Apple phone 
and Apple decides the 
price” Will the real 
culprit own up? 

Rajeev Dubey 
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Wings Of Desire 


VIJAY MALLYA-OWNED KINGFISHER AIRLINES 
has surprised many by starting its maiden 
international flight towards the end of 
the season, and that too from India's IT 
capital. The daily, non-stop Bangalore- 
London flight has been greeted by the 
nearest competitor British Airways, 
which operates a similar flight, with price 
cuts. Mallya, however, has downplayed 
this saying his airline offers superior 
service, including “prettier air hostesses”. 


Air pollution from traffic hinders the heart's ability to conduct electrical signals, according to 
a study by Harvard University researchers. 
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Change the rule. stay cool 


ife is all about living it to the fullest and sometimes, this can also mean doing away with the rules that 
stifle our spirit. That's why 94.3 MY FM gives its listeners the right biend of fun, masti and entertainment 
5O that they can live...dil se! No wonder, today 94.3 MY FM is the favourite of the youth (18-34 years) 


across 17 cities in 7 states. So for a super cool media plan that will change all rules, just make sure that 
04.3 MY FM is a part of it. 


or business enquiry, SMS MYFMSALES to 54567 or email at myfmsales@myfmindia.net 


ww.myfmindia.com 
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‘orp Limited proposes, subject to receipt of requisite approvals, market conditions and other considerations, to make an initia! 
ectus ("DRHP") with the Securities and Exchange Board of India ("SEBI"). The DRHP is available on the website of the SEB! at 
gers at www.enam.com, www.citibank.co.in and www.kotak.com. 
o the section titled 'Risk Factors’ of the DRHP." 








public offer of its equity shares and has filed a draft red herring 
www.sebi.gov.in as well as on the websites of the book running lead 
Investors should note that an investment in equity shares involves a high degree of risk and for details relating to the same, please 


ENERGY 


DIESEL BLUES 


THE CENTRAL GOVERN- 
ment's consideration 
of the recommenda- 
tions made by the 
B.K. Chaturvedi 
Committee to charge 
state transport units 
(STUs) market rates 
for diesel has been 
met with uproar. 
STUs argument: The 
annual fuel bill will 
balloon from 
Rs 8,345 crore to 

~ Rs 13,608 crore. 

Industry forecasts 

point to diesel vehi- 
cles cornering about 
50 per cent of the 
entire passenger 
vehicles segment in 
India by 2010. The 


Why two 
ministries are 
fighting it out 

over export 
duty for 
iron ore 


LEVERAGING DEMAND: 
Brazil’s Vale has 
demanded a 20 per 
cent hike from Chinese 
steel makers 





petroleum and natu- 
ral gas ministry is 
formulating a propos- 
al to impose 25-30 
per cent cess on lux- 
ury diesel cars. - 

The government — 
can use the money 
thus raised to subsi- 
dise CNG or electric 


THE MINING INDUSTRY 
is going through a 
turbulent phase. 

The ministry of mines 
and the ministry of 
steel are at logger- 
heads over a proposal 
to hike export duty on 
iron ore from 15 per 
cent to 20 per cent. 
The 15-per cent duty 
itself was imposed 
just this June as part 
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vehicles for STUs, 
which may hold a 
long-term answer to 
the inevitable energy 
crisis. Subsidising 
the solutions makes 
more sense than 
subsidising the 
problems. 

| Team BW ` 
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SUSTAINABILITY CENTRES BY 2020 ` 
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Hyderabad, India 

Cape Town, South Africa 
Abu Dhabi, UAE 

New York, US 

London, UK 

Melbourne, Australia 


Curitiba, Brazil 


10 Frankfurt, Germany 


Digging Its 
Own Problems 


of the fiscal package 
to restrict the export 
of iron ore and ease 
domestic prices. 
With more than 50 
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per cent of Indias mi- 
ned iron ore being ex- 
ported, sections of the 
government and steel 
industry have called 
for a strategic review 
of the situation. They 
believe India should 
not squander this li- 
mited resource and 
maintain adequate 
stocks for the count- 
ry’s own steel needs. 
The mines ministry 
recently said that do- 
mestic steel prices are 
increasing “due to 
shortage of steel pro- 
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Source: Ethisphere magazine f 


duction”. It also said 
“any move to hike the 
export duty would 
only make iron ore 
mining unremunera- 
tive and impact iron 
ore production in the 
long run”. Butthe ` 
truth is, iron ore min- 
ers globally are still 
able to demand a be- 
tter price. 

Australian miners 
negotiated a 90 per 
cent hike from Chin- 
ese steel makers a few 
months ago. And the 
world’s largest iron 
ore miner, Brazil's 
Vale, has demanded a 
20 per cent hike from 
Chinese steel makers 
in the middle of an 
annual contract. 

Kandula 
Subramaniam 


"billion dollars. The loan awarded by the Bush administration to the US's struggling auto industry. 
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Cummins Power Generation prides itself on keeping India's 


FROST @ SULLIVAN industrial juggernaut rolling. In today's power scenario, the 
— corporate sector has realized it makes astute business 
india Genset industry Excellence Awards : 
cmm Sig oe iini! sense to be armed with an alternate power option: a Plan B. 
eputation Leadership 
MA — PAREN Cummins end-to-end power solutions address this very 
issue. 


Cummins Power Generation offers power solutions for 
numerous industry sectors, that encompass the entire 
spectrum of operations, from power generation to 
transmission to distribution and consultation, and more. 


All this from a single source: Cummins Power Generation 
It's truly your ultimate Plan B! 


To know how Cummins Power Generation can help your 
business visit 


e-mail: cpgindia@cummins.com or SMS planb to 58888 
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Fianchetto 


Outsider for 

inside job 

Breaking away from 
its tradition of find- 
ing top managers 
from within the 
organisation, Anglo- 
Dutch consumer 
products group 
Unilever has appoin- 
ted a rank outsider, 
Paul Polman — chief 
financial officer of 


Edible options 
Kolkata-based consu- 
mer goods company, 
Emami, is foraying 
into the edible oil bu- 
siness. The group has 
set up a Rs 250-crore 
manufacturing faci- 
lity at Haldia in West 
Bengal to produce 
palm oil, soya oil and 
rice bran oil. The 
plant will produce 
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Reliance 





The week's strategic moves and the movers who made the 





joint statement. “This 
initiative will create 
higher level skill sets 
in film production, 
marketing and distri- 
bution for the indus- 
try, says Uday Shan- 
kar, CEO, Star India. 


Beer essentials 
Karan Billimora-pro- 
moted Cobra Beer, 
one of the world’s lar- 


Nestle — as its CEO. 1,000 tonnes of palm RIL’s gesture Bringing Hollywood gest alcoholic bevera- 
“From time to time oil, 600 tonnes of Mukesh Ambani-pro- closer to India ges company, is add- 
you test the waters,” soya oil and 200 moted Reliance Indu- US film studio and ing five more brewer- 
says Michael tonnes of rice bran oil stries(RIL)ishiring distributor Twentieth ies to its 12 existing 
Treschow, chairman per day, the company placement consulta- Century Fox and the ones in India. “We 
of Unilever. says in a release. nts to help its surplus Star entertainment have raised $26 
staff who were leftin and media group 
LG goes green the lurch after RIL's have partnered to 















Consumer durables 
major LG Electronics 
is going green. The 
South Korean 
company will intro- 
duce eco-friendly 
products in India 
next year. These, it 
claims, use up to 70 
per cent less energy. 


August-Septem | a, 


deals worth $240.09 


petroleum retail busi- 
ness shut down oper- 
ations in March. Wh- 
ile the company has 
absorbed some of 
them in its various 
group companies, the 
placement service is 
for those who could 
not be absorbed. 


ACQUIRER DEAL SIZE 


produce Asian-langu- 
age films for world- 
wide distribution. 
The joint venture, 
Fox Star Studios, will 
first work in India, 
with a view to expan- 
ding into China and 
South-east Asia, the 
companies say in a 
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billion from existing 
investors to fund our 
plans of expanding 
operations in India 
and the UK,” says 
Billimora. 


Billion-dollar fund 
for Indian realty 
New York-based pro- 
perty developer and 
fund manager Tish- 
man Speyer is launc- 
hing a $1-billion rea- 
Ity fund for India. 
The company has 
already raised $350 
million in a private 
fund this year and is 
funding three proje- 
cts in south India, 
says Revathy Ashok, 
managing director of 
Tishmans India unit. 
Real estate prices in 
India have fallen this 
year after a three- 
year boom. "There is 
still some pain left for 
the real estate market 
in India,” says Ashok. 


SANJIT KUNDU 





American dreams 


Reliance Big Enter- 
tainment, the media 
and entertainment 
arm of Reliance 
ADAG, has picked up 
a majority stake in 
the US's Willow TV, a 
portal for live inter- 
net streaming of 
major cricket events. 
"The acquisition is in 
line with our strategy 
to strengthen our 
presence in the global 
markets and reinfo- 
rce our groups pre- 
sence in new media,” 
says Rajesh Sawhney, 


president, Reliance 
Big Entertainment. 


Gearless entry 
Japan-based Yamaha 
Motor Company, 
which makes gearless 


scooters ranging from 


50cc to 500cc, is 
launching its gearless 
scooters in India. 
"This is a lucrative 
segment and we are 
studying the market 
to see which ones we 
can offer to our 
Indian customers,” 


says Pankaj Dubey, 


national business 
head, sales and 
marketing, Yamaha 
Motor India. 


Restructuring for 
simplicity 
London-based 
Vedanta Resources is 
restructuring its 
various businesses 
into three commo- 
dity-based verticals 
— copper and zinc- 
lead, aluminium and 
energy, and iron ore 
— to simplify its 
corporate structure. 
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Betting on retail 
Azim Premji, promo- 
ter of Wipro, seems to 
have been bitten by 
the retail bug. He has 
picked up a 10 per 
cent stake in the 
Chennai-based retail 
chain Subhiksha for 
Rs 133 crore. With 
this, Premji has pre- 
sence in three retail 
companies. He holds 
a 1.51 per cent stake 
in Shopper's Stop and 
a 3 per cent stake in 
Bangalore-based 
textiles-related com- 
pany Himatsingka. 
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_ is the total value of the consideration pa including 
Pea ee fciam uote iain so haga 


| 1 NATION ($M) 
Imperial Energy Corp. UK  Jarpeno Cyprus* 2,859.08 
š Senoko Power Singapore Lion Power Holdings Singapore 2,762.90 
_ China Huiyuan Juice Group China Atlantic Industries Hong Kong 2,515.60 
— Linc Energy-Emerald Australia Xinwen Mining Group Co. ^ China 1,225.50 
— Teresa | 
_ China Netcom Group | Hong Kong Telefonica Spain 1,143.80 
_ Axon Group UK _Infosys Technologies India 731.27 
; REpower Systems Germany* Martifer Construcoes Portugal 394 40 
. Metalomec 
- Salim Wanye (Shanghai) ` China Jaslene China 382.20 
-. Enterprise Group | 
Hua Lei Holdings Singapore Sky Property Management Ireland 352.00 
_ Fangcheng Port Group Co. China Beihai Port Co. China 303.65 


_ Figures for 24 August-6 September 2008 “Ultimate parent nation is India 

Figures are based on ultimate parentage, meaning that an M&A deal carried out by a unit abroad will still be 
- counted as that of the home country, ua ee ee 
aid by the acquirer, excluding fees and expenses but 
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Should India revise its definition of poverty 
in line with new World Bank standards? 


We asked. sa Debabar Banerji, professor emeritus, Centre for Social Medicine and Community Health, JNU; Ma! 
Warwick, chair, The Resource Alliance; Pavan Verma, director-general, Indian Council of Cultural Relations; Ram Babu, 
managing director, CantorCO2e India ; Manoj G. Tirodkar, chairman, Global Group; Sid Khanna, chairman, India Equity 
Partners; Devendri Nevgi, CEO & CIO, Quantum Asset Management Company; D.R. Dogra, deputy managing director, CARE 
Ratings; Rishi Khosla, CEO and co-founder, Copal Partners; Vibha Mehta, associate, Intellectual Capital Advisory Services 
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$6 The poverty line definition 66 The definition must be adapted G$ A common yardstick will help 


needs rechecking to strengthen to India. What’s poverty in urban attract funds from international 
poverty-eradication initiatives. @@ areas isn't poverty in rural areas. 99 development agencies. $ $ 
Ram Babu, managing director, Sid Khanna, chairman, Rishi Khosla, CEO and co-founder, 
CantorCO2e India India Equity Partners Copal Partners 


YES BEGAUSE: India defines its poverty line at roughly Rs 15 a day. The government says 
this is enough to maintain a 2,200-calorie diet required to prevent death. The new World Bank poverty 
line is $1.25 or Rs 53 per day. This nearly doubles the number of poor in India from the government's 
official figure of 280 million to 450 million. A higher poverty bar will make India look bad, but the truth 
is most Indians do live in appalling conditions. So, poverty-eradication initiatives must be strengthened. 
For that, the poverty line should be redefined to cover other basic needs such as healthcare, shelter, 
electricity and education. This will broaden our focus to improve overall living standards of people below 
the poverty line. A higher bar also factors in inflation that has taken place in recent months. 





NO BEGAUSE: India shouldn't change the definition of poverty because western 
parameters of judging subsistence levels are entirely different. These are not only culturally but 
also socially and economically very different from India's realities. The World Bank measure of 
poverty of $1.25 a day is unsuitable for India as purchasing power parity calculations introduce too 
many anomalies. To define poverty levels of a billion plus people, we should have a more accurate 
measure of poor living conditions as per Indian standards. The calorie-based measure used by 
National Sample Survey to measure poverty may be inadequate, but it is more suitable than the 
World Bank's system. 





MAYBE BEGAUSE: It is true that issues such as access to opportunities, employability, 
health and social security should also be measured when determining poverty index. However, 

the cost of these services needs to be defined by Indian standards. Also, the large variations 

in living standards in cities, small towns and rural India should be taken into account. In fact, 

the Indian government can make a lot of difference if it attacks the fundamental problems faced by 
people living below the poverty line, rather than getting involved with technical measures. These 
problems have caused deep social conflicts in other countries. The next generation of India's poor 
may not be as patient. 
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Smart Energy Management 


SADLY, THIS IS THE MOST COMMON VIEW OF 


ENERGY IN INDUSTRY. 





LUCKILY, THERE IS A WAY TO CORRECT IT. 


This is the perfect time to take up Way 2 Save™ with Conzerv. 


We will provide you with a Remote Energy Consulting Service that will open ways to major 





savings in energy costs. 


€ | Way 2 2D) 
E / | The results, we assure you are huge enough to lift the financial bottom-line. 


Energy Improvemen e! rent Program 


Remember to make your purchase of Energy Management System before 30" September 
2008 for a special NO-OBLIGATION 6-week experience of Way 2 Save". It is an eye-opener. 


Conzerv Wins 


CII National Award for Excellence in Energy Management 2008 
Innovative Product- cooLite™ Lighting Energy Saver 

3" IETE Corporate Award for Performance Excellence 2008 

in Electronic Instrumentation 


Conzerv Systems Pvt Ltd, 
44P Electronic City East Phase, Hosur Road, Bangalore 560 100 INDIA 
Help Desk 1800 425 0555 Or SMS “ W2S " to 99017 78080 


www.conzerv.com 
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By land, sea or air: the global network from DB Schenker. 


To think big, you have to be a heavyweight. With a global workforce of around 88,000, the people at 
DB Schenker work flat out to quickly and cost-effectively implement customers' wishes - from simple 
transportation all the way up to complex logistics solutions. Put us to the test - with about 2,000 offices 
in around 130 countries, we are wherever you are. www.dbschenker.com/yes 








An Agreement 
At Last 


by ashok v. desai 


THE JUST SIGNED FREE TRADE AGREEMENT BE- 
tween ASEAN and India took along time. The 
first contact with ASEAN goes back to 1980, 
when foreign secretary Eric Gonsalves went 
to Kuala Lumpur. India was then a highly pro- 
tectionist country, and trade liberalization 
was not even conceived; the discussions were 
mostly on scientific cooperation. 

Then came the reforms in the 1990s, 
which also involved looking out and reach- 
ing out. J.N. Dixit, then foreign secretary, 
went to the meeting of ASEAN in Bali in 
January 1994 and initiated talks on coopera- 
tion in trade, investment, tourism, science 
and technology. Early in the talks, it became 
clear that Indian businessmen had great 
fears about facing competition from nimble 
South-east Asians. So chambers of com- 
merce were brought in on the sidelines to re- 
strain the policy makers from going too fast. 
The environment then was not favourable to 
closer relations. So both sides held annual 





The FTA 
with ASEAN 
marks Kamal 
Nath’s last 
hurrah, an 
end to his 


The accession of the UPA government in 
2004 slowed down progress on the agree- 
ment. The Congress, the dominant partner, 
wanted to woo farmers. It maintained the 
high level of agricultural tariff protection 
that the earlier government had left behind. 
It was also intent on monopolizing trade in 
foodgrains and using it to expand subsidized 
foodgrain distribution. Trade liberalization 
did not fit well into this scheme. So while the 
government continued to hold annual meet- 
ings with ASEAN, it proceeded with deliber- 
ate lack of speed. It was not only with 
ASEAN; it also broke off negotiations on a 
new trade round under World Trade Organi- 
zation repeatedly on the excuse that it was 
protecting the interests of Indian farmers. To 
soften up ASEAN, the government started 
negotiations on free trade agreements with a 
number of its members, including Thailand, 
Malaysia and Indonesia, and actually signed 
an agreement with Singapore. 

The commerce ministry got a wakeup call 
in January 2007, when China suddenly 
signed an FTA with ASEAN. Sino-ASEAN 
trade is eight times Indo-ASEAN trade. The 
free trade agreement meant that China 
would absorb ASEAN into its trade orbit 
within a few years. India could not continue 
to prevaricate. The negotiations between 
ASEAN and India gathered speed. 

Out of the 10,000 odd tariff items, the 


conferences, ate and drank together, and active but Indo-ASEAN trade agreement covers only 
made sweet and meaningless speeches. unsu sful the 5,000 that the two trade blocs trade with 

In the early 1990s, Manmohan Singh as fi- — each other. Of these, tariffs will be abolished 
nance minister brought down the maximum tenure over six years on about 4,000. It is the re- 


import duty from 350 to 50 per cent. The 

drastic reduction did not lead to the death of 

Indian industry as some industrialists had feared; on the 
contrary, those years saw a lovely industrial boom. It eroded 
industry's fears, and the government could contemplate 
trade liberalization. 

I.K. Gujral, who became foreign minister under H.D. De- 
ve Gowda in 1996, was keen on better relations with neigh- 
bours. He set up a Joint Cooperation Council with ASEAN in 
November 1996. It deepened the dialogue, and first con- 
ceived of a trade agreement. Its efforts led to the signing of a 
Framework Agreement on Comprehensive Economic Coop- 
eration in 2004. Its scope was limited; the number of prod- 
ucts on which tariffs were to be eliminated by 2007 was only 
105, and they were chosen for their insignificance. But all the 
elements of economic cooperation were put in place by that 
treaty; succeeding governments had only to accelerate the 
programme set out therein. It set the stage for working out a 
treaty for ASEAN-India Free Trade Area in goods. 


maining 1,000 that are interesting. They in- 

clude all the agricultural goods in which 
ASEAN is highly competitive — tea, coffee, pepper and palm 
oil, for example. They will continue to give considerable pro- 
tection to textile, machinery and chemical industries. 

Thus, the agreement does not envisage radical import lib- 
eralization. It is the kind of agreement that might have been 
made by an Indian government of the 1970s or 1980s, when 
protection was the mantra. 

The trade agreement with ASEAN is probably Kamal 
Nath’s last hurrah. By repeatedly breaking off the talks on 
the new WTO round, he gave them the kiss of death. Now, 
the lame duck government in the US is on the way out. And 
bythetimethe US elects a new President, the government of 
Kamal Nath will be on the way out in India. So ends a rather 
unsuccessful tenure of a hyperactive commerce minister. 


The author is Consultant Editor of Businessworld. 
ashok.desai@gmail.com 
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Departures 


Dec 2008 DUBAI 


Boarding now 
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x 


Dec 2008 SINGAPORE Boarding now 





S P Jain presents the Global MBA Program that opens global opportunities for you 


Q. What is unique about this program? 

A: The Global MBA is a unique program designed to help participants 
lead and manage in a global world. The program itself is in two vibrant 
business capitals - Dubai and Singapore thus exposing participants to 
a global business environment. Students from several countries are 
part of the program and are taught by a global faculty team. The 
curriculum too is globalised and includes many soft skills training like 
cross-cultural sensitivity. 


Q. Why is it a one year program? 

A: The program is designed for working executives who prefer to take 
only one year off so that they can get back to work sooner. The 
curriculum however is over 1000 hours as in a typical 2 year program. 
These executives are very bright and ambitious and prepared to work 
twice as hard and sacrifice holidays in order to save one year. 


Q. Why are there so many super specializations? 

A: Recruiters say that conventional MBA participants lack in-depth 
domain knowledge. The 9 super specializations - Investment Banking, 
Wealth Management, Banking Management, Retail Management, 
Services Marketing & Management, Product Marketing & 


Management, Global Logistics & Supply Chain Management, 
Information Technology Management and Global Human Resources 
Management 


ensure that a participant has mastery over a chosen 


S. P JAIN 
B CENTER OF 

R= MANAGEMENT 
DUBAI * SINGAPORE 





area. This has been widely appreciated by the industry and gives our 
participants a tangible edge. 


Q. What about the faculty? 

A: Top professors from ail over the world take courses so that students 
get a global perspective. A combination of outstanding academicians 
and experienced industry professionals provide an excellent blend of 
theory and practice. Our participants say that our remarkable faculty is 
one of our greatest strengths. 


Q. What are the admission's criteria? 

A: An attempt is made to identify and groom tomorrow's CEO. An ideal 
participant would have at least three years of work experience 
excellent academics, high aptitude test scores and have strong 
communication skills with demonstrated leadership qualities. Less than 
5% of the applicants get admitted. 


Q. What is your placements record? 

A: We have had a 100% placements record. To cater to the growing 
need for global jobs we have placements offices in Dubai, Singapore 
Australia and India. Shortly, this list will include more countries. The 
starting salary of our participants is one of the highest among Indian 
business schools and full details are available on our website 


S P Jain has been ranked # 1* / ` 


among institutions of higher learning in 
the UAE, by AC Nielsen the world 
renowned Marketing Research agency 
in a brand perception audit conducted 
with leading local Corporates. 






Last date for application October 6, 2008 


Mumbai: +91 22 32906596/97 


Dubai: *9714 4291234 


Singapore: *65 62704748 


* S P Jain claim based on research conducted by Nielsen, UAE. Field Work Dates - 12th May to 15th June 2008, Sample Size - 100, Population Details - HR 


Managers/Recruitment in-charge of leading corporate organisations 
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Emerging 


Past year’s 
gains have 
been wiped 
out in 
emerging 
markets 


NOT A ROSY PICTURE: 
The credit crunch 
triggered by the 
subprime crisis has 
impacted markets 
worldwide 


Crisis 
by Sreevalsan Menon 


EMERGING MARKETS ARE POSTING LOSSES, THE 


fourth straight one in August; returns are also | 


turning negative for the first time in years. A 
Standard & Poor's (S&P) monthly stockmarket 
review The World By Numbers says these coun- 
tries are facing their biggest test yet: to retain 
sanity against the pain-racked developed world. 

Developed equity markets also continue to 
lose ground. A marginal recovery in the US 
market — which accounts for 42.7 per cent of 
global markets — aside, the overall loss has 
been 11.55 per cent for the past quarter. But it 
was the dramatic decline in emerging markets 
that is stunning — 7.1 per cent in August and a 
total of 20 per cent in the past three months. 

The collapse in global markets left investors 
poorer by $6.4 trillion. Among 26 emerging 
markets, S&P says only the Philippines and 
Thailand rose incrementally, while the rest saw 
all the gains made in 2007 being wiped out. An 
S&P/Citigroup BMI Total Returns study shows 
that for the previous three-month period, 
emerging markets lost 19.40 per cent (see ‘The 
Global Shakeout’). 

When the rest of the emerging world got the 
stick, India skipped the worsening trend in Au- 
gust, though it dived sharply into the negative 


BLOOMBERG 





n em Stockmarkets- 


The global shakeout 


Europe and emerging markets suffered the most 
: ontt iths 12-months - 


-26.40 









EUROPE -10.21 
EMERGING -7.09 — -19.40 -7.27 
MARKETS 

N. AMERICA 120 ae -7.89 -8.91 
ASIA-PACIFIC 4.45 | -17.39 -15.87 


Figures are total returns in per cent. Source: Standard & Poor's 


in July. The Sensex laboured its way to a gain of 
7.3 per cent in August on strong domestic buy- 
ing. The worst may be far from over. V. Ramesh, 
CEO of Prabhudas Lilladher Financial Services, 
says, "The Indian markets may not be strictly 
negative, but will remain in a trading range” 
The nuclear deal is definitely positive, but a flux 
in the political situation and rupee depreciation 
are specific negative factors. 

For Dinesh Thakkar, chairman and manag- 
ing director of Angel Broking, the near-term 
concern is the uncertain flow of global capital 
movements. Though India is not overly depen- 
dent on the US for trade, it is closely knit with 
the global financial network and the developed 
economies continue to reel under the liquidity 
pressure with global funds increasing their cash 
positions in the absence of clarity. 

On a positive note, Thakkar thinks the 
undercurrents have started to turn positive. “A 
loosening of stance by the monetary policy au- 
thorities cannot be ruled out by the last quarter 
of this fiscal” he says. 

In a recent survey, the International Mone- 
tary Fund said that though emerging market 
countries are reaping the benefits of careful 
macroeconomic management, there are major 
uncertainties about the outlook. The threat to 
India and China comes from the continued tur- 
bulence in global financial markets that could 
disrupt financial flows to emerging markets. 

Despite falling oil prices, higher inflation in 
both developed and emerging worlds and 
global financial liquidity issues threaten any 
rally. So most central banks are holding rates 
steady, waiting and watching. In the US, the in- 
flation index is inching close to 10 per cent, the 
highest in over 27 years, riding on higher en- 
ergy, agriculture and now even core sector 
prices that are being passed on to customers. In 
the UK, sales of new cars dipped 13 per cent in 
August. Customers are shifting to cheaper, 
more fuel-efficient and even used cars. The 
world has finally united sans boundaries; but 
alas, only in its pessimistic outlook. 





bweditor@abp.in 
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FIND NEW 
MARKETS 
HERE. 





FROM MORE EFFICIENT OPERATIONS TO HIGHER ROI, 
YOU CAN LEARN A LOT FROM LOCATION. 


Location intelligence can tell you precisely how and where to grow. How to add more wow 

to customer service. Even how to make your operations more efficient, and your offerings 

more differentiated. To start listening, talk to the location intelligence professionals at 

Pitney Bowes MapInfo. Through comprehensive software, expansive data sets, expert consulting 
and support, we help your entire organisation leverage the unique power of location-centric 
information for better, more informed decisions. See what location intelligence tells you. 

For more information contact us at india@mapinfo.com. Be Location Intelligent® 


See how location intelligence drives key business decisions. 
Download Location Intelligence: The New Geography of Business at mapinfo.com/location64 


©2008 Pitney Bowes MapInfo Corporation. All rights reserved. Mapinfo and the Mapinfo logo are trademarks of Pitney Bowes Mapinfo Corporation. 
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Running Low 
On Charge 


by M. Rajendran 


16 OCTOBER WILL BE A DAY OF RECKONING FOR 
Finnish telecom major Nokia. On that day, it 
will tell the world if it has come out unscathed 
from the vagaries of rapid technological devel- 
opments such as the beta version of Google's op- 
erating system Android, and market onslaughts 
from Korean and Chinese handset makers. 
Indications are that it hasn’t. In its third 
quarter 2008 outlook for the mobile device 
market share, Nokia projected a fall over the 
second quarter. This is a step back from its ear- 
lier announcement in July, when it projected se- 
quentially flat growth in market share. 
Nokia has been losing market share in 
emerging markets such as India 
over the past few years (see 
‘Falling Numbers’). While Nokia 
India’s spokesperson declined to 
comment on the issue, Nokia's Ex- 
ecutive Vice-President and Chief 
Financial Officer Rick Simonsons, 
in an analyst and media confer- 
ence call, acknowledged the fall 
was due to multiple factors, includ- 
ing intense competition from rivals 
such as Samsung and LG bringing in 
dynamic pricing in mid-range prod- 
ucts in emerging markets. 


FALLING NUMBERS 


Nokia's market share has dipped 12 percentage 
points in India 


Bigger 
handset 
makers are 
losing out 
to smaller 
players 
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Source: India Quarterly Mobile handsets tracker, Q1 2008, June release 


But industry observers point out that this is 
just one of the reasons. At the high end ofthe 
market, Apples iPhone and touchscreen phones 
from Samsung and LG have eaten into Nokia's 
share. An early adoption of Microsofts operat- 
ing system (OS) for mobiles by its rivals gave 
them an edge in triggering a more widespread 
use of the software across brands as opposed to 
Nokia's own Symbian OS. Nokia soon began of- 
fering phones with Microsofts OS, but the dam- 
age had already been done. Now, the two operat- 
ing systems face yet another rival — Google's 
Android — on open source architecture. Though 
Android5 beta version has received lukewarm re- 
views, its biggest strength is that it is being 
backed by a consortium of 34 handset makers, 
service providers and equipment makers. 

In the second quarter (Q2) this year, Nokia's 
share in smartphones was down to 47.5 per cent 
from 50.8 per cent in Q2 of 2007. Besides, "fac- 
tors such as a flurry of unbranded Chinese 
handsets capturing the market in emerging 
economies, at high, mid-size and entry levels, 
too, have hurt; says N.K. Goyal, a telecom ana- 
lyst and founder of Communications and Man- 
ufacturing Association of India, an industry 
lobby. Echoes Kunal Ahooja, CEO of Punjab- 
based Spice Mobile, “Service providers RCom 
and Vodafone have tied up with Chinese brands 
ZTE and Huawei for low-end handsets, hurting 
all players, including Nokia.” 

That's a fact acknowledged by the Nokia top 
bosses. "In terms of units, obviously we expect 
our market share to be down... (a) lot has to do 
with particularly in certain markets in certain 
areas including in the lower end. We are meet- 
ing certain aggressive pricing that we believe 
may not be sustainable. We are not talking mar- 
gins but units here,” said Simonsons. 

What has queered the pitch for Nokia further 
is the fall in average selling price of mobile 
handsets in all segments, says Pankaj Mohin- 
droo, national president of Indian Cellular As- 
sociation. He also point out that volumes will 
grow but not in terms of value. 

The second entrenched player Motorola, 
which was overtaken by upstart Samsung in an- 
nual volumes earlier this year, is facing an 
equally rapid erosion of market share. “We have 
seen that the youth tends to go for an unbra- 
nded low-cost phone when they get more value 
add. Our products give brand and value-add at 
the same cost,’ says Llyod Mathias, director of 
marketing at Motorola India. Mathias reckons 
the brand will win over pricing in the long run. 
But for now, for both Nokia and Motorola, the 
battle to retain supremacy is on in right earnest. 








m.rajendran (a) abp.in 
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DESiGN SYMPOSIUM 


Hall 7 E, Pragati Maidan 


ART & DESIGN SH0W 
4th-6th December 2008 
Hall 7 A-D, Pragati Maidan 





STYLE & THE CITY 


2nd-6th December 2008 


What's the next big idea? 
Who's the next big name? 


WHERE WILL YOU BE 
THIS DECEMBER? 





The biggest design movement in the country is here 


Let's talk A three day conference with 20 creative gurus from across Italy, 
UK, USA, France, India, Japan, Hong Kong and Malaysia, giving you the 
low-down on good design. So all you architects, interior designers, product 
designers, graphic designers and real estate developers - this is the big 
chance to meet your design heroes, experience the biggest brands, discover 
the hottest talents and explore the latest trends - all under one roof! 


REGISTER NOW for an early bird discount! 
Inquiries:symposium(dindiadesign-id.com 


Destination design An exclusive collection spread over 3000 square metres 
devoted to cutting edge and trend-setting design. Launch your collections 
alongside the finest brands in home decor. Reach out to the top developers, 
Interior designers, architects, high net worth individuals and opinion 
leaders from the industry over three days. Redefine "business by design". 


BOOK YOUR SPACE! 


Inquiries: ads(dindiadesign-id.com 





Dedicated to design Calling restaurateurs, lifestyle store and gallery 
owners - all of you with an idea to share and space to spare! Partake with 
installations, workshops, previews and more. So, what role will you play 
-the patron or the connoisseur? 


PARTICIPATE NOW! 


Inquiries: style(adindiadesign-id.com 


For more information log on to www.indiadesign-id.com 








BRIGHT IDEA? The 
move that has upset 
power traders may help 
power-deficit states 


CERC 
proposes a 
cap on 

the power 
trading 
price 


THE CENTRAL ELECTRICITY REGULATORY COMMIS- 
sion (CERC) has begun tightening its hold over 
runaway prices charged by power-surplus 
states to power-deficient states. Under new 
Chairman Pramod Deo, CERC has even sug- 
gested the extreme step of capping the price at 
which power can be traded. 

BW had earlier reported (see ‘Unregulated 
Profits, BW, 18 August 2008) that power trad- 
ing between states has been under the govern- 
ment’s scanner and discussions are still under- 
way on this. 

In a separate move, in the first week of Sep- 
tember, CERC proposed several regulatory 
measures in a staff paper, ‘Cooling down the 
prices of electricity. The most prominent meas- 
ure is a price cap of Rs 5 per unit for inter-state 
sale by distribution licencees, trading licencees 
and power from hydro electricity/domestic 
coal/imported coal-based power stations. The 
regulator has also suggested a price cap of Rs 6 
per unit during peak demand in the evening. 
Power deficit states such as Haryana — which 


fy 


barely has a capacity of 2,200 MW but faces a 
peak demand of over 3,000 MW — have been at 
the receiving end of runaway prices. 

Says Haryana Chief Minister Bhupinder 
Singh Hooda, “When demand is far in excess of 
supply, the state is forced to purchase power at a 
tariff of Rs 9 per unit.” He says he has taken up 
the matter with the Centre and expects some re- 
lief. CERC' Deo says the issue of a price cap on 
trading is expected to be discussed with stake- 
holders in detail later this month. 

Any form of price cap has never 
gone down well with power traders. 
"This is an absurd thought," says a 
senior executive from Power Trading 
Corporation. "Price cap may be re- 
sorted to in exceptional circum- 
stances, for the short term to curb a 
volatile market. Any attempt to ad- 
minister the price will kill the fledg- 
ling market." 

One reason being attributed to high 
prices is that traded power is being 
benchmarked with unscheduled in- 
terchange (UI) charges, for un- 
planned transaction or exchanges of 
power. UI charges, by nature, are al- 
ways high (Rs 8 to even Rs 10 per 
unit) as a punitive measure to ensure 
grid discipline (similar to being 
charged Rs 1,000 for over-speeding in 
a car). However, it is an anomaly that 
the regulator wants to remove. Apart 
from power trading, CERC has also 
suggested changes in the compo- 
nents of calculating power tariffs. 

For instance, a price of, say, Rs 2 per unit 
from a power plant is derived after taking into 
account several factors such as return on equity, 
debt servicing liability, operation and mainte- 
nance costs (O&M), inflation, forex cover and 
depreciation. The basic premise for a relook at 
the tariff calculation methodology, according to 
CERC, is to ensure reasonable price for electric- 
ity, while facilitating sufficiency of supply 
through adequate inducements to the investors. 
Take, for instance, O&M costs. The regulator 
says that tariff calculations should also incorpo- 
rate “reasonable compensation for pay hike for 
employees”. Considering that power utilities 
across the country employ lakhs of employees, 
these measures would ensure state-owned utili- 
ties do not turn to the exchequer every time 
there is a demand for pay hikes or bonuses. 

However, it is yet to be seen whether these 
would spur a rise in retail tariffs, which always 
turns out to be a political decision in the end. 


SANJAY SAKARIA 


bweditor@abp.in 
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Presenting the new range of Business Books from Intex, it's full of advanced features and superior 
technology which makes it suitable for the corporate world. 





BUSINESS BOOK 
Based on Intel* Centrino* Processor Technology 


intel® Core™ 2 Duo 15750, 2 Ghz, Cache 2 MB, 667 MHz FSB + Intel 965 GM--ICHBM « Intel Wireless LAN * Intel 965 GM integrated Channel Partner 
graphics + 2 GB DDR-Tl « 250 GB SATA « 15.4(39. 1cm) TFT-LCD Display * Finger print security « 1.3 Mega Pixel Webcam * Bluetooth / HDMI cx Premier 
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Globalisation 
And Politics 


by nayan chanda 


WITH UNEMPLOYMENT REACHING A FIVE-YEAR 
high and unremitting bad news from key 
sectors ofthe US economy, except export, the 
backdrop to the US elections seems tailor- 
made for a protectionist romp. The fact that 
the hard-hit rust-belts of Ohio and Pennsyl- 
vania have emerged as decisive battleground 
states makes it harder for Barack Obama to 
avoid anti-trade rhetoric. Of course, the hard 
election rhetoric tends to melt before the re- 
ality and responsibility of power. 

A recent example: in 2000, George W. 
Bush won a key election in West Virginia, 
where the steel industry was battered by for- 





While 


chain production, lower wages, proximity to 
market and, simply, higher profit margins. 
While the Democrats are compelled to ad- 
dress the immediate concern of the affected 
blue-collar electorate in Pittsburg or Detroit, 
or blame job loss on the incumbent adminis- 
tration, the constant harping about foreign- 
ers taking America's jobs unfairly misplaces 
blame and reinforces myths about others be- 
ing responsible for the current trouble. 

The solution to economic problems can 
only be based on the reality of a transforming 
global economy in which capital moves with 
unprecedented ease to where profits are 
high, and production to where cost is low as 
are barriers to trade. The rise of populous 
countries with a large skilled workforce, 
such as China and India, has created oppor- 
tunities for production and opened up mar- 
kets that US companies would have been 
foolish to ignore. Many of the industrial jobs 
that left America's shores for low-wage 
countries and gave the US cheap imports 
may never return. But with right policies, a 


eign competition, by promising protection p oliticians superior US education system and its pro- 
through tariff barriers. Three years later, : ductive labour force, the country can move 
faced with WTO sanctions, the administra- are decrying to the higher end ofthe production chain. 
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onates with tens of thousands of laid-off taking place bile manufactures such as Volkswagen and 


workers in mid-western states, but the real- 
ity is much more complex. There is no “tax 
credit” for setting up foreign operations, but US tax law does 
allow corporations to defer paying tax on their foreign earn- 
ing until it has been repatriated to the US. In fact, this law 
has been around longer than the Bush administration. And 
despite periodically denouncing corporations for keeping 
their foreign profits abroad, successive houses of Congress 
have not been able to change the tax code. Apart from the 
clout of corporate lobbyists on the Capitol Hill, one of the 
reasons for not insisting on collecting taxes on foreign earn- 
ings has been the fear of losing tax revenue altogether by 
forcing companies to relocate abroad. The US corporate tax 
of 35 per cent is already one of the highest in the world, 
which makes tax holiday and subsidies offered by foreign 
countries to move offshore even more tempting. 

Even if companies were willing to pay tax on foreign earn- 
ings upfront, there are many other reasons to move some of 
their operations abroad, not least the demands of supply- 


Fiat, and German steel maker Thyssen- 
Krupp have been lured by major financial in- 
centives from state governments to set up plants in the US. 
IT services company such as Wipro and Satyam have set up 
operations in the US to better serve their customers in closer 
proximity. The decreasing cost of containerised shipping 
was one factor behind factories moving out to low-wage pro- 
duction locations in Asia. Now rising cost of transportation 
is bringing some factories back to the US. The declining dol- 
lar also makes US wages more attractive to foreign investors. 
This complex reasoning may not help win the votes of dis- 
affected citizens in the rust-belt. But to come to grips with 
the challenge of new economic reality in an increasingly in- 
terconnected world, both parties would do well to under- 
stand today’s driving force: it’s globalisation, stupid! 


The author is director of publications at the Yale Center for 
the Study of Globalisation and Editor of YaleGlobal Online. 
boundtogether.bw@gmail.com 
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OHN Doerr spoke in a quiet, de- 
liberate voice. “Fighting climate 
change is the largest economic 
opportunity of the next century; 
he told the audience at the 2007 
Technology Entertainment and 
Design conference in California. 
Then he turned sombre: “J still don't think we're 
going to make it.” Doerr’s venture capital firm, 
Kleiner Perkins Caufield & Byers, has invested 
$200 million in green technology start-ups. But 
the investment guru worries that three of the 
world’s largest polluters — the US, China and 
India — still don’t see climate change as an eco- 
nomic opportunity. Instead, they resist cutting 
climate change-causing greenhouse gases on 
economic grounds. “Any effort to significantly 
limit greenhouse gas emissions will require 
changes in economic activity that could impose 
costs on our society,’ Kapil Sibal, India’s minis- 
ter for science and technology, said at the 95th 
Indian Science Congress, this January. 

New Delhi and Beijing also refuse emission 
cuts on the grounds that their per 
capita carbon emissions (1.2 tonnes 
and 3.84 tonnes per person, respec- 
tively) are the lowest among major 
economies. By this logic, Aruba (per 
capita emissions 21.3 tonnes) and 
eight other countries with tiny popu- 
lations should be worse polluters 
than the US (21.4 tonnes). The trou- 
bling reality is that China (6.2 billion 
tonnes per annum) and India (1.34 
billion tonnes) are the world's lar- 
gest and fourth-largest carbon diox- 
ide (CO2) emitters. The US is sec- 
ond with 6 billion tonnes and Russia 
third with 1.5 billion tonnes. But 


SOLAR PANELS China’s E India's emissions are a at 11 
er cent and 6 per cent a year, as opposed to US's 
ro JAPAN je per cent, dd India will cross Bassa by 2015. 
Although India promises never to let its per 
capita emissions exceed developed country lev- 
els, this is hardly a plus. If India's 700 million 
strong upper and middle class, which pollute 
the most, reached European levels (9.5 tonnes 
per person), India would be the world's worst 
polluter — and could still claim the right to pol- 
lute until emissions doubled to US levels. The 
obvious unsustainability of this means Indian 
industry “will be under significant pressure’, 
unless it fully addresses climate change, says 
Anand Mahindra, vice-chairman and manag- 
ing director of Mahindra & Mahindra. 
Last year, US senators Joe Lieberman and 
John Warner tabled the Climate Security Bill 
that would cut US CO2 emissions and levy a car- 
bon import tax on countries that did not enforce 
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India has so far refused 
to reduce carbon em- 
missions. This will hurt 
Indian companies in 
the future 


By developing green 
services and products, 
companies can cut their 
operational expenses, 
enter a promising new 
market, and create mil- 
lions of jobs 






THE FOUR MAJOR RISKS 


REGULATORY RISK: Pressure from consumers and trade partners could force 
lawmakers to enforce mandatory energy efficiency levels, carbon taxes, higher 
prices on fossil fuels and pollution caps. This will reduce profit margins, particularly 
for organisations that have not already switched to low-carbon technologies. 


REPUTATIONAL RISK: industrialist Anand Mahindra believes climate change 
could be a major consumer issue by 2010. This is one reason why he wants his com- 
pany to he a progressive force on the issue. C02 emission labels are already manda- 
tory for cars in countries such as the US. It is likely they may follow here, particular- 
ly since the Society of Indian Automobile Manufacturers supports such a move. 


LITIGATION RISK: Consumers and state governments have already filed law- 
suits in the US asking carbon emitters to be penalised. For example, a British Court 
cleared six Greenpeace activists of criminal charges after they damaged property 
worth £35,000 at Kingsnorth power station to prevent even greater damage from cli- 
mate change. The jury felt global warming is such a threat that the activists’ actions 
were justified. 


PHYSICAL RISK: Climate change will increase the severity and frequency of 
storms, droughts, floods, forest fires and heat waves. Companies located at places 
where such weather-related events are common could see their physical assets 
damaged or destroyed by these events. The cost of insuring physical assets could 
also rise as insurance companies face more and more payouts for hurricanes or 
cyclone strikes. 


cuts. The Euro- 
pean Union also 
discussed a similar 
law. Although nei- 
ther passed, Lester 
Brown, founder of 
the Washington 
DC-based Earth 
Policy Institute, 
believes future 
Bills ^will be more 
ambitious. Both 
the US presidential 
candidates, EU 
law-makers, and 
scores of CEOs be- 
lieve that tackling 
climate change will 
create more jobs, 
and accelerate in- 
vestments in a 
promising new industry. And all of them want 
legislation that turns this promise into reality. 
Even in India, more than 60 per cent of busi- 
ness leaders feel the country should lead the 
way in green initiatives, says consultancy firm 
KPMG, which estimates this to become a $3- 
trillion industry by 2050. For example, GE's 
Ecomagination initiative, which began in 2005 
with 17 products and $700 million in research, 
today has 60 green products with $17 billion in 


Preparedness per sector 
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Source: ‘Climate Changes Your 
Business’, KPMG report, 2008 
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revenues and $1 billion in R&D. The company’s 
order book stands at $70 billion. “Just three 
years in, we see huge demand for such products 
and solutions,” says Guilllermo Wille, director 
of GE's research centre in Bangalore. 

Domestic companies such as wind turbine gi- 
ant Suzlon Energy and solar power pioneer Tata 
BP Solar are racing to catch up. With access to 
top-level engineers, low-cost R&D and a grow- 
ing manufacturing sector, these companies be- 
lieve they can corner large portions of the green 
market. But with New Delhi and India Inc. do- 
ing little to cut emissions, the full potential of 
cashing in on global warming is being neglected. 


The Challenge Of Change 

The biggest barriers to India cutting emissions 
are a lack of imagination and vested interests. 
Even ifthe former is overcome by green evangel- 
ists such as Doerr, lobbies protecting old invest- 
ments are forcing India to resist emission cuts. 

A better approach would be for India to agree 
to cuts in exchange for western countries trans- 
ferring the latest clean technologies, such as hy- 
brid car engines or energy-efficient machines, 
at subsidised prices. New Delhi must also press 
international donors, such as the World Bank, 
to provide subsidised capital to invest in these 
technologies. The World Bank has earmarked 
$5 billion for this, but the amount needs to be 
increased at least ten-fold. 

Western countries have both a moral and 
practical responsibility to support this. Global 
warming was kick-started by the industrial rev- 
olution. Yet, developed countries have resolved 
their emission problems by exporting polluting 
sectors to developing countries. For example, of 
the 151 proposed coal power plants in the US 
last year, 59 have been cancelled. This is either 


because state regulators refused to give licences 


or because local opposition was strong. 


Wanted: An Industrial Revolution 
With supporting policies in place, there are 
three basic steps for India to go green. First, local 
companies must measure their carbon footprint 
— how much carbon they emit. Second, they 
must use new technologies to reduce these emis- 
sions. Finally, they need to create new, clean al- 
ternatives to their existing product lines. 
Unfortunately, most Indian companies have 
not even reached Step One. Last year, India's 
110 largest companies were invited by the 
World Wildlife Fund to reveal their carbon 
emissions to the global Carbon Disclosure Pro- 
ject. Only 14 responded with emissions figures. 
From government estimates, coal-based 
power generation, which supplies 53 per cent of 
India's total power (77GW) and emits 51 per 
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Carbon 


Disclosures 





Greenhouse gas 
emissions 
(Mt CO2 equivalent) 


CESC 
8,878,000 


JSW STEEL 
6,658,442 


NESTLE GLOBAL 
6,052,000 


HINDUSTAN UNILEVER-I 
4,749,807 


GSK GLOBAL 
4,015,590 


TATA STEEL 
1,170,389 


ITC 
1,018,950 


ESSAR DIL 
1,010,006 


BHARTI AIRTEL 
915,641 


CANON 
902,000 


INFOSYS 
230,000 


DR. REDDY'S 
145,756 


SESA GOA 
112,957 


HINDUSTAN 
CONSTRUCTION 

103,495 

Source: Carbon Disclosure 
Project Report 2007, India 
*Only 14 of the 110 companies 


invited by WWF responded to 
the survey 


cent of its CO2 (638 million tonnes), is India's 
most polluting industry. India's thermal power 
plants, according to the International Energy 
Agency, are 50 per cent more polluting than 
their global peers. This is because most of them 
use cheap, old-world boilers whose efficiencies 
are as low as 21 per cent, but cost only Rs 3 crore 
per MW to build. To clean the power industry, 
players such as NTPC, Tata Power, Reliance En- 
ergy and Lanco must look at two things — next- 
generation supercritical boilers and renewable 
energy (RE) such as wind and solar power. 

Supercritical boilers are 5 per cent more effi- 
cient than regular boilers and cost 10 per cent 
more. But NTPC officials say that with only one 
Indian company — Bhel — making them, supply 
is tight. While imports from China and other 
countries are filling the gap, there is a huge op- 
portunity for Indian companies to do so as well. 
Larsen & Toubro (L&T) has already invested Rs 
300 crore in a plant in Hazira. Back-of-the-book 
calculations show that India's 30,000-MW ultra 
mega power projects alone are a Rs 99,000- 
crore market for supercritical technology. If all 
of India's thermal power plants make the switch, 
the potential is Rs 2,54,100 crore. 

But it is RE that holds the most promise. “So- 
lar energy will provide 70 per cent of all our en- 
ergy needs by 2100,” says K. Subramanya, CEO 
of the Rs 670-crore Tata BP Solar. Likewise, 
wind power could add up to 100 GW — or 69 
per cent of India's current generation capacity 
— to the electricity grid, says Sanjeev Ghotge of 
the World Institute of Sustainable Energy. To 
tap this opportunity, Reliance Solar is setting 
up a 1-GW plant, which is roughly one-third of 
the world's present solar manufacturing capac- 
ity. Wind turbine maker Suzlon already com- 
mands 10.5 per cent of the global wind turbine 
market and its revenues have almost doubled 
every year since 2003 to reach Rs 13,679 crore. 

Though coal power costs Rs 3 crore per MW, 
and solar and wind power cost Rs 20 crore per 
MW and Rs 5 crore per MW respectively, the lat- 
ters' inputs are free. If a carbon tax is added to al- 
ready high coal prices, thermal power plants will 
become far less economical than RE plants. Bet- 
ter tax breaks and higher feed-in tariffs such as 
those offered by the US and Germany, respec- 
tively, can also boost RE. For consumers this 
means clean power; for the economy this means 
thousands of downstream manufacturing jobs. 

Cleaning up power generation is only the first 
step. Efficient distribution and consumption 
comes next. Smart grids that transfer power 
could create $10.5 billion in energy savings or 
$2.9 billion in carbon costs in India by 2020, 
according to The Climate Group, a green econ- 
omy think tank. The economic opportunity of 


building such grids is also huge. 

Money can also be made in getting heavy 
power consumers, such as the steel, aluminium 
and cement industries, to lower power con- 
sumption. About 30 per cent of a steel plant's 
operating costs are for power, which is why 
Shishir Tamotia, CEO of Ispat Energy, invested 
Rs 84.7 lakh to maintain a steady blast furnace 
temperature, recover waste heat and gas, and in- 
stall energy-efficient lights and air conditioners. 
Jindal Steel also captures wastes to make elec- 
tricity. Jindal executives say this will cut 3.87 
million tonnes of CO2 over the next 10 years, 
and generate more than 400 MW of power. Pro- 
viding such solutions could be a $50-billion 
global industry by 2020, according to Matthew 
Cadbury, who left his family's chocolate empire 
to invest in green technologies. 


Cuts Begin At Home 

Making homes and offices more efficient is also a 
lucrative proposition. The US Green Buildings 
Council says American homes and offices con- 
tribute 38 per cent of the US's CO2 emissions. 
India’s figures are lower because heater and air 
conditioner usage is lower. However, according 
to Pankaj Gupta, customer care leader for the 
India region at Trane, Indian customers already 
want more efficient products. 

Companies such as Trane and Shristi Infra- 
structure are chasing what the Confederation of 
Indian Industry (CII) estimates will be a $4-bil- 
lion market by 2012 for green buildings in India. 
By then, CII estimates 1,000 new green build- 
ings will be certified each year. “Any company 
that is not sensitive to this transformation is 
bound to go through a painful learning curve,” 
says Sujit Kanoria, managing director of Shristi 
Infrastructure Development. “If we don't give 
environment-friendly solutions, we will be re- 
ducing our market share and orders,” adds 
Gupta. “Energy-efficient buildings cost 5-10 per 
cent more, but they pay back within 3-4 years.” 


Car-rying The Future 

A 2006 study by scientists Amit Garg, P.R. 
Shukla and Manmohan Kapshe estimated that 
transport generates 10 per cent of India's emis- 
sions. With annual car sales expected to 
quadruple to 4 million by 2020, emissions will 
also increase parallelly. 

Ignoring this won't help car makers. Linda 
Spedding, an international environmental 
lawyer who practises in the US, the UK and In- 
dia, notes in her upcoming book that California 
recently sued half a dozen car makers for “dam- 
ages that contributed to public nuisance, 
namely global warming". General Motors has 
already lost market share because of its SUV- 


22 SEPTEMBER 2008 36 BUSINESSWORLD 


(Ieuuəu2) 90091t0t86 - uebnunw jnuy “(əj2oje6ueg) 8S98SESY86 - upeuy pe 
(peqerspAH) 98EZ8E6v86 - epuoxippew usafey '(əund) 9118965766 - a«puoug Inueu (requinw) LL9EZ906R6 - uouəW usnes '(IujeQ) 2240128186 - efnuy yoy 32e3u0 sile1əp J 





*səwnuno IAO 10 / PUD SINS PIUUN 34 UI NOLIVIOdHOO XOYIX JO suruəppn ID 0999 IOA 'y GZEL / ZET/ / SS9¿ ənuər-yuoyA pup ubisap Kywmauuoo jo arauds oui a XOt3X PIS SÖH IY "NOLIVOdNOO XOUIX 90 
ul02'X0J9X540J02 PHOS pui 3D |IDui-3 10 965 £G 03 ,10]J02 XO1ƏX, SV 


(4 XOJ ox '000 ZL 06€ 40 SZZL OSL 008L 1I») 'xouox W: 
" uw 


DIpUl/UlOD'XOA 
perque worgan 'aun103j xajdng seunDajKiumoss paouc^py 8&8 idpo09 x009 A... a idpoQez x oovz y Sarga 
Luddo£ :Aw99 / inolo2 wddgz :AV99 / wddgz unojoJ ^ uxddz £ :Avgg / uidd0 |, anojo = X wuddss Avg / uiddor nel = 
(¿su & wd 1nojo5)45ojouupa xur-pios XD4 / UOIS / Wd / ec rial XDJ / U03S / Wd / — as xDY / uo5ç / Juli / Ado = 
0988 J9sDug xoJay BZEZ 9/103)40A. x013X 2 ZEZZ 9/209)3J0M XOJ3Y , SS9Z BUS OM XOJOX GB 








| 
- : i [ ' i 
“a” — o at ` sss 
= = sas 


`Əsuəs ssauisnq səypuu 1[ '1nojo2 xoJex A106370 1n0jo2 £v ut appa] aui ƏSOOUD PUD aow bu 347 ƏNDN "A3rAnonpoud pun syyojd ui 
9sD23J2ul YIM 19bb5iq 3195 3snf mou uo» sseursnq 1noÁ ‘WN paw JO Jows ‘OS aM sp sjueujeuinbai sseursnq 3ymads INOA yns pup nojos 1uBii əy} NOA əAI6 
SQAW pup siəlulid jo ƏB5upi əpiA si] 1059302 1n0JO2 ui 1səq aU} 'saues 32040-U|-jn0]O) MAU au noÁ sBuliq XOJƏX SD sinojoo YM ULM 


LLT/XOJoX/[9(/89)AQ-uorsngrpoy 





SUAS 90lJJO-LI -InOJOO 
bupnponu 








Are We Ready 


For The Change? 





Areas in which compa- 
nies are planning busi- 
ness opportunities.* 
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impact of a company? 











Increase in climate-friendly 
business practices 
Don't know 
3% Others 
Benefit of 
community 
12% Enhanced 
brand 
| — 395 image 
Foreign 
| g 


q Not applicable/ 
the whole 
Investments 


|! Growing market of 
— low energy/carbon 
products & services 


Does India need to act 
on climate change? 


10- in per cent 


10 
Ü 
w Yes, India needs to 
be leading the way 
m Yes, but only as part 
of a global response 
m No, we do not believe 
that action is required 


*The figures are results of a survey 
of 70 business leaders from more 
than 15 sectors. 

Source: 'Climate Change: Is India 
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heavy product line-up. 

Now, car makers are investing in electric, hy- 
brid and hydrogen vehicle research. In India, 
Bangalore-based Reva already makes the 
world’s best-selling electric vehicle (EV), and 
Mahindra & Mahindra and Tata Motors are 
also chasing the market with research in EVs 
and hybrids. Though Reva recently invested 
$20 million in a new factory that will increase 
its annual capacity from 6,000 cars to 30,000 
cars, Chetan Maini, Reva's vice-chairman, says 
at least half of these will be sold abroad. 

Slow sales of green cars in India can be 
blamed squarely on poor policies. Toyota, for ex- 
ample, makes the world's best-selling hybrid, 
the Prius, yet Akira Okabe, Toyota Motor's sen- 
ior managing director in Japan says he “doesn't 
have plans for hybrids in India". His rival Honda 
recently introduced a hybrid Civic — easily the 
best in its class for fuel efficiency. But the 17 
km/litre Civic attracts the same 100 per cent im- 
port duty as GM's 5 km/litre Hummer. "Do you 
think the Civic will sell in India?" Okabe asks. 

In India, a range of taxes — not counting im- 
port duties — raise cars' basic cost by at least 20 
per cent. If these taxes are waived for clean cars, 
their prices could match conventional-fuel ve- 
hicles (the hybrid Civic, for example, costs Rs 1 
lakh more than its conventional counterpart 
before import duties). Then, the fuel and cost 
efficiency of clean cars would make them far 
more popular than regular cars. 

Car makers also want state governments to 
build more infrastructure to charge EVs or fuel 
CNG-driven cars. “We can put our products on 
the road tomorrow, but what will happen to 
them after that?" asks Mahindra. "There simply 
isn't enough public infrastructure for clean en- 
ergy vehicles” Tax incentives and infrastructure 
issues must be addressed on a war-footing if 
emissions from cars is to drop. 


A Lost Opportunity? 

Given the pressure to cut emissions and a grad- 
ual realisation of the corresponding benefits, 
India recently released its National Action Plan 
on climate change. The policy was meant to be a 
roadmap for India’s transition to a green econ- 
omy. Instead, its acronym *NAP' has come to 
symbolise the inertia among bureaucratic cir- 
cles. It does not mention how fossil fuels — 
which currently emit 83 per cent of Indias CO2 
emissions according to the Garg study — will be 
eased out and, shockingly for such an important 
plan, has very few measurable targets. 

Tobbias Engelmeier, managing director of 
Bridge to India, which routes foreign invest- 
ment into RE projects in India, feels that the 
government can do much more. ^I would like to 


BEIT sloha! warming 


see a clear national policy that makes good use 
of India’s scale,” he says, adding that foreign in- 
vestors find it cumbersome to deal with differ- 
ent policies in different states. Somak Ghosh, 
president of corporate finance and develop- 
ment at Yes Bank, says that right policy signals 
can increase lending and investments in even 
small-scale RE projects four-fold. 

Despite the missed opportunities, the NAP 
has positives. A national solar mission will rap- 
idly increase solar power's contribution to the 
national grid — currently less than 0.5 per cent. 
Also, 15 of India's most energy-hungry indus- 
tries will have mandatory energy efficiency tar- 
gets, which will help lower their emissions. 


The Common Sense Approach 

David Wheat, whose aptly named consultancy 
HaraBara Inc. helps SMEs transit to low-car-' 
bon mode, says that turning green may be In- 
dia's best chance to “steal a march on the Chi- 
nese" Earlier, consumers wanted cheaper 
products. So, retailing giants such as Wal-Mart 
went to China for these. Now, they want envi- 
ronment-friendly products. “Indian companies 
will be able to supply these,” says Wheat. 

However, Malini Mehra, director of the 
Kolkata-based Center for Social Markets, says 
SMEs, which contribute upto 60 per cent of In- 
dia’s GDP, need guidance. “They don’t have ac- 
cess to information or a clear and supportive 
policy environment that encourages transition 
to a low-carbon economy,’ she says. 

India’s best bet is to get future engineers, 
managers and social workers to think green. 
The recently created Indian Youth Climate Net- 
work is one such initiative that will encourage 
inter-disciplinary thinking among the youth. “A 
strong green workforce will prevent the devel- 
oped world from reaping all the benefits of 
clean and green economic development,’ says 
Ernst & Young partner Sudipta Das, adding 
that this would help Indian companies compete 
better internationally (see ‘The Green Work- 
force’, page 42). 

India’s old-world economy needs new thinking 
to escape the trap set by high oil and commodity 
prices as well as the looming dangers of a high- 
carbon economy. By developing green services 
and products, companies will not only cut their 
operational expenses but also enter a promising 
new market, create millions of jobs, and acceler- 
ate investments to set up manufacturing facilities 
in rural areas. Perhaps, going green is what In- 
dia's slowing economy should be looking for. 





pierre.fitter (a) abp.ir 
(Alexis Ringwald studied renewable energy 
trends in India for her Fulbright fellowship. 
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The Green 


Workforce 





By adopting 
eco-equity as 
the ultimate 
goal, India 
can help 
engender 

a green 
workforce 


by sudipta das 


GREEN COLLAR JOBS INVOLVE DIFFERENT 
management and operational func- 
tions in environment-friendly products 
and services. So, green collar jobs, by 
definition, include blue- and white-col- 
lar jobs. Specifically, they include the 
design, manufacture, financing, instal- 
lation, operation and maintenance of 
green technology and services. A green 
workforce encompasses professionals 
such as conservation workers, environ- 
mental consultants, engineers across 
disciplines, green building architects, 
socially responsible investors, organic 
farmers, environmental lawyers and 
ecology educators. It also includes vo- 
cational workers such as electricians 
who install solar panels, plumbers who install 
solar water heaters and construction workers 
who build green buildings or wind power farms. 
In a nutshell, green businesses have widened 
the opportunity to capture and generate em- 
ployment at each stratum of the social pyramid. 
Across the world, green collar jobs represent an 
important new category of work force opportu- 
nities. These are high-quality jobs, capable of ac- 
commodating diverse and multi-disciplinary 
professionals in a sector that is poised for dra- 
matic growth. The combination of these features 
means that cultivating green collar jobs can be 
effective in providing access to quality employ- 
ment, meaningful, community-serving oppor- 
tunities, decent living wages and other benefits. 
India needs a large green collar workforce to 
sustain a low-carbon economy in the long term. 
Green collar jobs are, at present, the fifth largest 
market sector in the US. The long process of de- 
carbonising India’s economy will create many 
such jobs here as well. The green economy has al- 
ready started taking shape, bringing with it the 
promise of well-paying, high-growth jobs in 
manufacturing, management and marketing, as 
well as several niche positions for enterprising 
job seekers looking for alternative career options. 
Among the upper echelons of the corporate 
ladder, many CEOs and CFOs are turning green 
as big corporations reposition themselves in a 


sustainable growth trajectory. Capacity build- 
ing of the green collar workforce should focus 
on areas of climate change science, agriculture, 
investment banking and project finance, tech- 
nology development and deployment, policy 
and regulatory studies and legal affairs. 

While unavailability of financial resources, 
ineffective industry-academia partnership and 
lack of collaborative research are major con- 
straints, the lack of political will and bias to- 
wards the status quo stands most in the way of 
successful capacity building and knowledge dis- 
semination initiatives for green workforce de- 
velopment. To be sure, India has taken initia- 
tives to develop a low-carbon economy, is a 
frontrunner in the Clean Development Mecha- 
nism space and has also been developing ‘green 
resources. However, these efforts have been 
fragmented. We need a holistic initiative from 
Indian companies and the government needs to 
encourage them with the right policies and reg- 
ulations. These will take care of the four pillars 
of climate change mitigation strategy — finan- 
cial resources, technology innovations, policy 
and regulatory framework and human capital. 

If India wants to establish and maintain her 
strength in combating climate change, we must 
develop adequate skills and expertise in the 
green space. Why must India overcome these 
challenges and why is it important to achieve 
eco-equity? In a few years time, all developing 
nations will need a strong green workforce to 
avoid eco-apartheid and reduce the discrimina- 
tion between the ecological haves and have nots. 
A strong green workforce will prevent a situa- 
tion in which the developed world reaps the ben- 
efits of green economic development, while the 
new economic activity that the green wave gen- 
erates bypasses the very communities most ir 
need of new investment, new jobs and better en- 
vironmental stewardship. With eco-equity, poo! 
communities that were locked out of the olc 
economy can be locked in to the new, clean anc 
green economy. In the words of Nelson Man: 
dela, “Like slavery and apartheid, poverty is no 
natural. It is man-made and it can be overcomi 
and eradicated by the actions of human beings: 

Similarly, eco-apartheid will also be man 
made and we should ensure that we do not fal 
behind developed nations with respect to ; 
green workforce. By embracing eco-equity as th 
ultimate goal, countries can help to engender 
green workforce. We must maximise our abilit 
to balance long-term human interests in makin 
a significant impact on the feasibility of a transi 
tion to a new sustainable global economy. 





Sudipta Das, Partner, Risk Advisor. 
Services, Ernst €9 Youn 
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Light For 
Sunset Years 


by Rajesh Gajra and Puja Mehra 


PENSIONS IN THE EXISTING INDIAN RETIREMENT 
savings system means restricted access, no 
choice of investment options, oppressively tire- 
some and time-consuming transfer of accounts 
on change in jobs or transfers, extremely low re- 
turns, lack of transparency in handling of the 
money... The list ofthe inadequacies ofthe exist- 
ing retirement savings system for the average In- 
dian worker — the Employees' Provident Fund 
Organisation (EPFO), Public Provident Fund 
(PPF) and Employees' Pension Scheme (EPS) — 
is prohibitive and unending. Thus, any move to 
improve it is bound to seem a giant leap forward. 


COMPARATIVE ADVANTAGE 


The New Pension Scheme will be thrown open to all employees, 
which could ease some of the irritants of the existing options 


The new 
pension 
scheme 
promises 
much better 
security 











EPFO, PPF and government pensions do not provide any 
investment choice. The new scheme will allow savers 
to choose from four-five options across asset classes. 















It is tiresome and time consuming to shift accounts in 
EPFO, while PPF can be operated from anywhere. 
The NPS will be operationalised from banks and post 
offices, enabling easier transfers. 


EPFO and PPF offer low returns but have attractive tax 
benefits. The NPS has sought tax parity with PPF, and 
will deliver market-determined returns. 



















Existing pension plans run by private fund managers, 
such as Ulips, are expensive and somewhat opaque. In 
the case of EPFO and PPF, the government bears the 
high and non-transparent administration costs. The 
NPS will offer greater accountability and transparency. 


Across all existing schemes, a large number of 
members still do not understand what they are or how 
they work. The regulator plans to develop the 
market and work towards greater financial literacy. 



























EPF0, PPF and private schemes cater to 37 million 
civilian workers between 18 and 59 years. Over 284 
million are not covered of whch 143 million earn less 
than Rs 36,000 per annum. They are not on the private 
sector's radar and could benefit from the NPS. 


That alone, however, isn't the reason to look 
forward to Finance Minister P. Chidamabrams 
decision to ask the Pension Funds Regulatory 
and Development Authority (PFRDA) to de- 
sign a new scheme for the average Indian 
worker, including the non-salaried, along the 
lines of the New Pension Scheme (NPS) cur- 
rently running exclusively for government em- 
ployees hired after 1 January 2004. "We have 
asked PFRDA to frame a scheme (that will be 
applicable) for any citizen,” announced Chi- 
dambaram in Mumbai last month. PFRDA has 
said it is planning to roll out the voluntary 
scheme by the first quarter of next year. 

The existing government pensions, EPFO, 
EPS, PPF and private schemes (see ‘The Exist- 
ing Pension System; on page 46) cater to barely 
37 million civilian workers in the age group of 
18-59 years. More than 284 million are not cov- 
ered. Of this, Noida-based pension think tank ` 
India Invest Economic Foundation estimates, 
about 143 million earn less than Rs 36,000 per 
annum, and are thus not on anybody' radar. 


Benefits Galore 

*The new scheme that Chidambaram has com- 
missioned will benefit the middle class the most 
because, for the first time, they will be able to 
save for their post-retirement years, says 
Ashish Aggarwal, a director at Noida-based In- 
vest India Micro Pension Services (IIMPS). “To 
encourage low-income workers to join the 
scheme, the government would need to incen- 
tivise their savings through co-contributions.” 
IIMPS is focused on delivering retirement sav- 
ings to low-income workers and has enrolled 
more than 20,000 such workers in a pension ` 
scheme in Rajasthan in which the state govern- ` 
ment annually co-contributes up to Rs 1,000 
per worker. 

For existing members of PPF, EPFO and 
EPS, too, the new scheme will provide a supe- 
rior voluntary alternative retirement savings 
option. *For non-government sector — organ- 
ised or unorganised, employed or self-em- 
ployed — NPS efficiently fulfils the objectives of 
accumulation of earnings for pension and 
its management,” says Ashvin Parekh, partner 
and national leader of financial services at 
Ernst & Young. 

Financial planners have welcomed the new 
pension system because of the transparency 
and efficiency it will bring. Members of the new 
scheme will get individual PINs (personal iden- 
tification numbers) for accessing their account 
details and NAVs, or net asset values, through 
24x7 call centres and the internet. The National 
Securities Depository-promoted Central 
Recordkeeping Agency (CRA) will manage the 
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accounts. Thus, it will be possible to move jobs 
and locations without having to worry about 
transferring their money. 

PFRDA hopes to be able to introduce the sys- 
tems by the end of the year, starting with the ex- 
isting NPS members (about 600,000 central 
and state government employees who joined 
work after January 2004). Since April this year, 
the NPS has been managing Rs 4,000 crore for 
these members by deploying 85 per cent of it in 
debt and the balance into equities. The nation- 
wide, satellite technology-based CRA system is 
expected to benefit the enormous physical- 
based and cumbersome employees’ pension 
system similar to the depository’s impact on eq- 
uity investors 12 years ago. 

The other benefit is the potential ability to 
choose between multiple pension fund man- 
agers and investment options to ensure better 
returns. EPFO and PPF's predominant govern- 
ment treasuries-driven investment strategy — 
forced by the Left parties and trade union lead- 
ers who dominate its governing bodies — has 
robbed savers of superior market-determined 
returns. Typically, the returns have hovered 
around 8.5-9.5 per cent over the past few years, 
which is currently less than even the rate of the 
devaluation of money due to inflation. Not sur- 
prisingly, there is a growing view for employees 
(for their contribution to EPF) and employers 


(for their side ofthe contribution) to get a direct 
say in choosing their fund managers instead of 
the government-nominated investment agency 
deciding on their behalf. 

“It is the individual's money, and there is 
enough merit in his being able to give it to any 
fund manager he chooses” says V.R. 
Narasimhan, chief compliance officer at Kotak 
Mahindra Asset Management Company. 
PFRDAS new scheme will make this possible. It 
will give its members a choice of options on the 
allocation of savings between government debt, 
corporate debt and equity-related investment 
instruments depending on individual goals and 
comfort levels. At the highest level, not more 
than half the investible funds would be deploy- 
able in equities. A default option for the finan- 
cially illiterate too is likely to be provided. 
"Valuation norms will be worked out and NAVs 
declared periodically" says PFRDA Chairman 
D. Swarup. 

If that isn't reason enough to begin investing 
in the new scheme once it is operationalised, 
consider this: EPFO and PPF are hardly ever 
audited, and do not disclose the investment de- 
tails to their members. Scams and cases of miss- 
ing accounts have been reported often. 
PFRDAs new scheme will not be as opaque, and 
will have greater accountability. Most impor- 
tantly, a large number of people who do not un- 
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REASON TO CHEER: 
With the new pension 
scheme, one will have 
the ability to choose 
between multiple fund 
managers and 
investment options to 
ensure better returns 


WT personal finance 


THE EXISTING PENSION SYSTEM 





About 37 million, or 11.53 per cent, of the paid workforce in 
the age group of 18-59 years are covered under pensions 


22 MILLION civil servants who joined office before 1 January 2004 
are under the civil service-defined benefit pension. Pensions 
are inflation-indexed, and can go up to 50 per cent of the last- 
drawn salary. 


15 MILLION are under the defined contribution to employee provi- 
dent fund. Employees with monthly earnings of Rs 6,500 or less at 
firms with 20 or more members are compulsorily covered by the Em- 
ployees’ Provident Fund Organisation (EPFO). Firms not covered un- 
der EPFO can run their own pension and provident fund for their staff. 


ABOUT 5 MILLION workers opt for some kind of voluntary cover- 
age, including Ulips and private sector-run schemes. 


WAGE EARNERS in industries, factories, mines, oil fields, 
plantations, ports, railway companies, and shops and commercial 
establishments having 10 or more employees are also entitled to 
lump sum benefits in the form of gratuity. 


SOCIAL ASSISTANCE is available to the needy elderly above 65 
years in the form of a monthly pension of Rs 450 under the National 
Old Age Pension Scheme, jointly administered by the central 
government and the various state governments. 


0.6 MILLION central government employees and employees of 19 
state governments who joined service after 1 January 2004 are 
entitled to a defined contribution system of the New Pension 
Scheme. They contribute 10 per cent of basic salary, which the em- 
ployers match. The annuity factor is not yet determined. 


derstand what pension schemes are, will be edu- 
cated. The regulator has plans to undertake the 
task of spreading financial literacy and develop- 
ing the market. At present, questions such as do 
you know what EPFOS scheme is doing for you? 
How does it work? How much you will get under 
EPS share? draw a blank. In the case of Ulips 
and schemes run by private asset managers, the 
awareness is mostly about product selling. 

Since it would be a fully contribution-driven 
scheme with market-determined rates of re- 
turn, the new pension scheme would also be a 
relief for the exchequer. In the case of EPFO 
and PPF, the government bears the administra- 
tion cost — it is high and hardly ever disclosed. 
Also, often EPFO has to dip into its reserves to 
make good shortfalls between the interest 
outgo and the returns it makes on its invest- 
ments in government debt. 


Option, Not Replacement 

Unfortunately, the PPF, EPS, PPF will continue 
to run as they have, and workers will not have 
the option to shift their accounts to the new 


scheme. Nor can they opt to have the statutory 
deductions from their earnings parked with it 
rather than the existing inferior schemes. "My 
clients, particularly the young, do ask me 
whether they can remove their monies held in 
their EPF and EPS and invest in equities where 
they hope to get better returns, says Uday 
Dhoot, COO of International Money Matters, a 
Bangalore-based financial planner. Yet, a top 
bureaucrat handling the policy matter in the 
ministry of finance clarifies that the new 
scheme will only be an additional voluntary op- 
tion and not a replacement for the current 
statutory obligations towards EPS and EPF. 

To operationalise the scheme, PFRDA has 
said it will appoint points of service — such as 
banks, and those post offices that are comput- 
erised — for collection of contributions from 
people. Just as it appointed public-sector fund 
managers Life Insurance Corporation of India, 
State Bank of India and UTI through competi- 
tive bidding for the new scheme for government 
employees a few months ago, the regulator 
plans to call fresh bids, including from the pri- 
vate sector, for the operationalisation ofthe new 
scheme. *PFRDA plans to call for bids from 
prospective fund managers including those in 
the private sector to select a few more man- 
agers,” says Swarup. Each pension-account 
holder will get to choose the fund manager — 
public or private. 

PFRDA has also set up a committee chaired 
by HDFC Chairman Deepak Parekh to evolve a 
set of regulations and guidelines for the invest- 
ment and management of the funds. With so 
much money belonging to the vulnerable 


e” 


classes flowing into the equity and money _ 
markets, there is sure to be a heightened sense 


of expectation of the regulators overseeing 
them to sharpen their vigilance and further 
tighten the regulations. 

“There is also need for the government to give 
tax benefits to the new scheme that are on a par 
with what EPS and PPF enjoy,” says IIMPS's 
Aggarwal. The contributions made to the two 
schemes are tax-free, and so are the returns. In 
the case of the new scheme, however, unless the 
government specifically provides the parity, the 
withdrawals from the scheme would be taxable. 
In the case of PPF, the withdrawals too are tax- 
free. The thrust of NPS, therefore, ought to 
move into the next, higher orbit of reforms. As 
Ernst & Young’s Parekh very aptly sums up, 
“The real effectiveness is where the pension sys- 
tem gets working such that instead of actively 
selling pension, people get inclined on their 
own to buy pension.” 





rajesh. gajra @abp.in 
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Tale Of Two 


Bombays 


by Sreevalsan Menon and Muthukumar K. 


How two 
‘Bombay’ 
companies 
have been 
reinventing 
themselves 


EYE ON THE FUTURE: 
Bombay Rayon’s 
Prashant Agrawal (left) 
and Bombay Dyeing’s 
Ness Wadia 





THIS TALE OF TWO COMPANIES — COINCIDENTALLY 
braided by a similar prefix — has only their line of 
business in common: textiles. Nusli Wadia's 
Bombay Dyeing and Manufacturing Company 
(Bombay Dyeing) was once among India’s bigg- 
est and best-known textile firms. Bombay Rayon 
Fashions (Bombay Rayon) is a recent upstart, the 
brainchild of Janardan Agrawal, a small-time 
cloth merchant from Kalbadevi in Mumbai. 

But over the past 20 years, the fortunes of 
Bombay Dyeing have been in decline. Most 
fund managers now ignore it, and brokerage 
firms cover it cursorily (mainly because of the 


THE RISE AND FALL 


While the vagaries of textiles business have affected the fortunes of 
new opportunities to grow 


Bombay Dyeing, Bombay Rayon spotted 









m Bombay Dyeing 
m Bombay Rayon 





a.s... 


Figures are profit after tax in Rs crore 
Source; CapitaLine Plus 
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company’s growing real estate interests) in their 
reports. Meanwhile, stock-broking firms have 
just now started raising their coverage of Bom- 
bay Rayon, one of the most profitable listed gar- 
ment manufacturers. The two companies offer 
an interesting study in contrasts: of strategy, 
opportunity, timing and growth. 


Bombay Rayon began as a fabric trading firm; 
but founder Agrawal — his sons Prashant and 
Aman now run the company — was more inter- 
ested in the prints on the textiles. At a time 
when fabric formed the core of the textile indus- 
try rather than apparel and garments, his ability 
to anticipate the kind of prints that would most 
attract people for clothes was an enormous ad- 
vantage. “His assessment was phenomenal — 
innate or instinctive,” says Prashant, managing 
director of Bombay Rayon. “We wanted to capi- 
talise on this huge advantage.” 

Agrawal's grasp of design and the few looms 
the firm had in New Bombay contributed to the 
rapid growth in the firm’s topline since 1986. His 
foreign-educated sons who joined the firm in the 
early 1990s spotted gar- 
ment exports as an opport- 
unity. But making space in 
a tight quota regime pre- 
vailed then was difficult as 
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every company needed a proven history of sup- 
plies to bag orders, especially to the US. “So we 
looked at non-quota items such as shirts and ex- 
ported mostly to Europe, which had no quota re- 
strictions,” says Aman, vice-chairman of Bom- 
bay Rayon. The company got the best of both 
worlds, being the nominated fabric supplier. 
Meanwhile, Bombay Dyeing — now run by 
Nusli Wadia's son Ness Wadia — was engaged in 
a bruising battle with Reliance Industries over 
market share in the petrochemicals and textile 
businesses, one that is fairly well-documented. 
Two factors dominated Bombay Dyeing’s mis- 
fortunes: one, in the 1990s, the global capacity 
addition in petrochemicals and falling duties on 
imports — mainly in China — drove prices down 
substantially of dimethylterephatalate (DMT), 
the company’s main product, squeezing margins 


heavily as prices were cut, and cut again. 


The fabric makers turned to using purified 
terephthalic acid (PTA), a market where Re- 
liance dominated. “It was a more energy-effi- 
cient substitute for DMT says a textile industry 
analyst. Bombay Dyeing’s 180,000-tonnes per 
day (tpa) DMT plant in Patalganga near Mum- 
bai became a white elephant. 


Grabbing Opportunities 

In 1995, the Agrawals of Bombay Rayon were 
waiting for the quota system in textile exports to 
end; the multi-fibre agreement (MFA) that de- 
termined how the quota system worked origi- 
nally had a life of 25 years, but global trade talks 
— then under GATT, the predecessor to today’s 
World Trade Organization (WTO) — extended 
the MFA by another 10 years, to 2005. Bombay 
Rayon had design intellectual property rights 
under its belt, and needed the capacity to deliver. 
Its first factory was set up at Bangalore in 2003. 

“Even before 2005, we had decided to build 
infrastructure slowly and steadily.” says Aman. 
But competition became more intense, from 
countries in Asia and Latin America. Still, the 
company continued drawing up future projects, 
mostly expansions in yarn dyeing, weaving, 
processing and garment capacities. 

The idea then was to develop a fully inte- 
grated operation — from design to yarn dyeing 
to fabric processing to garment manufacturing. 
"Our advantages are a large design team and a 
flexible management of supply chain,” says 
Prashant. Today, Bombay Rayon has a 40-plus 
member strong design and fabric development 
team, including five who are located overseas. 

Bombay Dyeing took a different road. In 
1997, Wadia hired UK-based Warwick manage- 
ment Group — an affiliate of the University of 
Warwick — to come up with a restructuring 
plan to transform his then nearly 120-year-old 
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company. He was vocal about his 
intention of changing his firm 
from a fabrics manufacturer to a 
brand-driven entity with a port- 190 
folio of value-added dow stream Ë E 
products. ge 

Bombay Dyeing officials are 9 
confident about the prospects of 
the business. *Home textiles will 
continue to be our core busi- 
ness, says S.S. Kelkar, director at 
Bombay Dyeing. “We want to be 
at various price points, and are 
targeting a growth of 30-35 per cent a year” 

On the face of it, the company had the distri- 
bution network of several hundred outlets to 
pull this off. But, despite a head-start in develop- 
ing premium fabrics and shirt brands such as 
Vivaldi (whose marketing rights were trans- 
ferred to Proline, in which Bombay Dyeing has a 
50 per cent stake), the company was never quite 
able to exploit the opportunity. Even superior 
distribution didn't make a difference as Coates 
India (formerly Madura Coats) and Arvind Mills 
— with comparatively lesser distribution reach 
— managed to outsell Bombay Dyeing in pre- 
mium branded shirts way back in 1999-2000. 


On Full Throttle 

For Bombay Rayon, expansion is the name ofthe 
game. It set up BRFL Europe BV in the Nether- 
lands last year to liaise with customers on prod- 
ucts and designs. It also plans to expand its gar- 
ment manufacturing capacity from 150,000 
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The transformation of Bombay 
Dyeing from textile to real estate 
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SHELF LIFE: 

Bombay Dyeing is 
attempting a turnaround 
by cutting costs and 
improving margins 
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NEW AVENUES: 
Bombay Rayon set up 
BRFL Europe BV in the 
Netherlands last year 


Bombay Rayon reaps benefits of 
being an integrated textile player 


Figures are profit margins Source: CapitaLine Plus 





garments a day to 250,000 gar- 
ments by March next year and 
current fabric capacity of 
150,000 metres per day to 
650,000 metres by December. 
New capacities will be added by 
2009 at an investment of Rs 
1,100 crore through new facili- 
ties at Tarapur, Islampur, Ichal- 
karanji and other lesser-develo- 
ped areas of Maharashtra such as 
Latur, Nanded and Osmanabad. 

Bombay Rayons history is im- 
pressive with its sales and profits doubling for 
the past four years. It reported an after-tax 
profit of Rs 121 crore for 2007-08, overtaking 
Gokaldas Exports and Welspun India. Also, the 
company’s growing profitability is based on im- 
proved margins even as its competitors struggle 
to maintain theirs in a difficult export market. 

The company is also making key acquisitions. 
Last year, Bombay Rayon bought Leela Scottish 
Lace, originally owned by promoters of Leela 
Hotels. Its biggest gamble yet is the €33-mil- 
lion acquisition of premium Italian brand 
Guru, which could take the company into the 
fashion scene with 32 mono-brands and over 
800 selling points across Europe. "Our retail ex- 
pansion would be through this brand, especially 
in high-end, mature markets such as western 
Europe and the US;' says Prashant. However, he 
is not sure how a premium brand such as Guru 
would be received in India. 

Bombay Dyeing’s international venture with 
French confectioner Danone — through group 
company Britannia Industries — was volatile, 
and often fed controversy. Other group compa- 
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nies — such as Bombay Burmah Trading and 
Go Air — are also perilously close to being in the 
red, or already are. 

Currently, Wadia’s company is attempting a 
turnaround of the traditional textile business 
using tried and tested methods: by cutting costs 
and improving margins. Last year, it entered 
the polyester staple fibre (PSF) business, with a 
plant capacity of 165,000 tpa. It has also shifted 
its home textiles manufacturing units from 


‘Mumbai to Ranjangaon near Pune. 


Shailesh Kanani, textile analyst at Mumbai- 
based Angel Broking, says that the retail 
business and new products could help over the 
long term. “But we need more clarity from man- 
agement,” he points out. “They need to spell out 
their vision for a company that built the fabric 
of the Indian textile industry.’ 


Clouding The Crystal Ball 

Can Bombay Rayon continue to grow at break- 
neck speed, and not stumble against something 
such as the slowing global economy? Jonas 
Bhutta, textile analyst at Prabhudas Leeladhar, 
another Mumbai-based brokerage, is confident 
that the positive global macro indicators, its 
own capacity expansion and the Guru acquisi- 
tion would help Bombay Rayons revenues grow 
by 55 per cent in 2008 through 2010, aided by 
an expansion in operating margins. 

But Bhutta also acknowledges that the com- 
pany faces competition from both inside and 
outside. As an export-oriented business, foreign 
exchange volatility casts a shadow on Bombay 
Rayon's bottom line. And the other, more seri- 
ous threats come from wage inflation, lack ot 
skilled professionals, time and cost overruns on 
fixed price contracts, and higher expenses or 
international marketing and sales operations. 

For Bombay Dyeing, the vagaries of the 
textile business may no longer be a cause foi 
worry. “The Wadias have in recent years shiftec 
focus away from textiles to real estate and th« 
airline businesses, says the chief financia 
officer of a leading competitor. "They hav 
failed to capitalise on their brand equity tha 
existed in the domestic markets.” 

Will this be another strategic shift that coul 
prove expensive for Bombay Dyeing? Th 
Spring Mills in Dadar and the textile mills a 
Worli in Mumbai are prime real estate for com 
mercial purposes. But the real estate boom ha 
stuttered and decelerated. High oil prices hav 
put pressure on airline passenger travel. Para 
phrasing Charles Dickens from A Tale of Tw 
Cities, the coming days could be the best c 
times, they could be the worst of times. 
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Not Really In 


Your Hands 


Banks are 
imposing 
riskier 
debit cards 
on their 
customers 


LIMITED CHOICE: 
Only a few banks, 
including HDFC Bank 
and ICICI Bank, offer 
ATM-only cards, but 
that too on customers’ 
insistence 





TRIBHUWAN SHARMA 


Worse Adverts —- 


by Rajesh Gajra 


FOR OVER A DECADE NOW, BANKING TECHNOLOGY 
has ensured that customers cannot imagine liv- 
ing without the 24-hour-a-day convenience of 
automated teller machines (ATMs) for with- 
drawals, deposits or other transactions. But in 
the past few years, almost all banks in India 
have stopped issuing ATM-only cards. Instead, 
they offer debit-cum-ATM cards. Visit any 
bank, read any savings account form, browse 
through any bank's website: almost nowhere is 
there an option to choose between a debit-cum- 
ATM card and an ATM-only card (the majority 
of debit cards are of Visa). 

Banks tend to sell ATM-cum-debit cards by 
highlighting a debit card's benefits, such as free- 
dom from carrying cash, special offers at mer- 
chant shops and so on. “Based on these benefits, 
our front-end tries to maximise the number of 
savings accounts with debit cards," says Chitra 
Pandeya, head of liabilities and payment prod- 
ucts group at HDFC Bank. 

A similar reasoning is offered by all the other 
banks. But shopping on a debit card is not a core 
banking feature. "As a policy, the right to choose 
should always be given to the customer,’ says 
Abizer Diwanji, head of transaction services at 
KPMG India. Since a debit card is linked in real- 
time to a savings or current account, the risk of 
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DEBIT-CREDIT DYNAMICS 
| Visa debit card cash transactions in non-US 
| markets are far higher than in the US where 
| ATM-only cards are an option 
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loss due to shopping payment fraud is higher 
than using a credit card — the account balance is 
available to a fraudster. Most debit cards do not . 
require the use of a PIN when shopping. So if 
you lose your card, worse luck: your signature on 
the card could be easily forged and misused. 

Signatures can be forged in the case of credit 
cards too, but the risks can be mitigated. “For 
getting plastic card conveniences, I find debit 
cards far riskier than credit cards where risk can 
be reduced by choosing lower credit limits,” says 
Jatin Doshi, a manager with Wealthmax Enter- 
prises Management. Also, in the case of credit 
cards, outstanding balances can be settled in 
full, through a direct debit on the bank account. 

By not giving the choice to opt out of a debit 
card, banks may be increasing the risk for their 
clients: ironic at a time when risk management 
is the buzzword in financial management. Cus- 
tomers need to be given enough flexibility to 
manage their risks. The Reserve Bank of India . 
has so far left it to banks to decide on the type of 
cards they can issue. Visa and Mastercard point 
out that they are not responsible for banks’ poli- 
cies. But Visa, the world’s largest card payment 
company, uses transaction value figures arising 
out of ATM withdrawals from debit-cum-ATM 
cards in all its performance statistics. Visa did 
not respond to BW’s queries on the matter. 

Banks in developed markets such as the US 
and the UK give customers the freedom to 
choose between a debit card and an ATM-only 
card. Visas statistics bring out the effect of this. 
In the US, cash withdrawals through debit 
cards are much lower than in other countries, 
showing a divergence in the usage trends (see 
‘Debit-Credit Dynamics’). 

HDFC Bank, ICICI Bank and two-three 
other banks do issue ATM-only cards, but only 
if a customer insists on it. For the rest, there is 
no choice, no matter how hard you fight for it. 


rajesh.gajra@abp.in 
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The battle in 
cyberspace 
gets bigger 

with the 
launch of 
Chrome 


FRESH CHALLENGE: 
Mozilla and Microsoft 
are upping the ante in 
response to Google’s 
new browser 


THE NEW BATTLE FOR YOUR BROWSER — REALLY 
the battle to control and monetise your surfing 
— has begun with Google’s launch of its new 
browser, Chrome. Faster, safer, easier to use and 
more stable than anything you ve seen yet, 
Chrome is Google’s key weapon in its quest for 
internet domination.“The browser had been 
evolving, but it always had limits because it was 
not meant to do some of the things we are doing 
now; says Sundar Pichai, vice-president of 
product management at Google. 

Chrome sure does a lot and has the inimitable 
Google stamp: a stark user interface backed by 
a complex core. Its main feature is its ‘isolated’ 
tabs, which are designed to reduce browser 


al 


crashes by keeping each tab 'sand-boxed' 
from others. Chrome also uses a powerful open 
andards JavaScript engine that endows it with 
zippy loading and browsing speeds, and its 
‘incognito’ mode removes all user footprints 
from websites. 

Users had been hankering for the product for 
along time,and in a way forced its early release. 
Even before its launch, Chrome had acquired a 
cult following, and Google astutely tapped 


. into that by commissioning comic book legend 
© Scott McCloud to create a 38-page comic 


book on howthe browser was designed and how 


sit works. 


Since its launch, Chrome has accounted for 
almost 1 per cent of all browsers used on aver- 
age, says US-based tracking company Net 
Applications. Microsofts browser Internet 
Explorer (IE), which also has a beta of a new 
version called IES, lost 1.4 percentage points in 
market share during the same period. Picking 
up the difference between Chromes gains 
and IE's losses was Mozilla's Firefox 3.0 and 
other browsers. 

While IE's parentage will still give it a domi- 
nating 70 per cent of the browser market, all 
three products offer nextgen browsing. Firefox 
3.0 is also fast, uses considerably less memory, 
offers enhanced security and a host of useful 
features. Microsoft's second beta release of IE8 
also boasts many cool features, including en- 
hanced security and privacy. 

Earlier, no browsers performed well on these 
aspects as they were essentially designed to 
handle text and basic graphics. Competition is 
now changing browser technology rapidly. "I 
have not seen so much innovation on the Web 
ever, says Mozilla's Chief Executive Officer 
John Lilly. This has spurred the new browsers 
to handle high-resolution images and stream- 
ing video, and safely carry out sensitive finan- 
cial transactions. 


Improving stability has clearly been the key goal 
of all three new browsers. No matter how well a 
browser or website is built, technical hitches 
can lead to a crash. These days, when you have 
many tabs open on your computer screen, one 
crashing tab causes all open tabs to close. 
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Chrome solves the problem by using a multi- 
process architecture where each tab or each ap- 
plication runs in a separate process. So, when 
one tab crashes, the others do not. 

IE8 has attempted a different solution. “IE8 
is loosely coupled,” says James Pratt, senior 
product manager for Internet Explorer. When 
one tab closes, IE reloads the page from a copy. 
Of course, this is not programmed to work if the 
data is sensitive like credit card numbers. Also, 
IE7 crash data has pointed to plug-ins as an im- 
portant cause of crashes. So in the new IES, 
users can shut any plug-in when they want. In 
Firefox, you can now open a closed tab with one 
click. But neither of these methods is as power- 
ful as separating processes, which also ensures 
that one tab does not slow down another. 

Since speed is another overwhelming con- 
cern of browser users, all three new browsers 
are claiming to have the zippiest performace. 
Firefox 3.0, when launched two months ago, 
has the fastest JavaScript engine available then. 
It was three times faster than Firefox 2. It also 
had a new page rendering and layout engine 
that loaded Web pages faster. In Chrome, 
Google built a new JavaScript engine called V8. 
Users can easily see that it works fast; faster 
than anything else, claims Google. 


More User Mileage 

User experience is another aspect that all the 
browsers have improved. For Google, the first 
instinct was to follow what made its original 
search engine a hit: stark simplicity. Plenty of 
white space in the middle, and a thin tab strip 
on top. Google has also combined search with 
navigation. As you start typing words on the ad- 
dress bar, its search engine will keep finding 
Web pages for you. You are never more than two 
keystrokes away from your favourite Web 
pages. You could use the address bar for a 
search too. You can even search on other web- 


HOW CHROME IS DIFFERENT 


E It uses a multi-process architecture: each 
tab or page has a different process. 


€ It mixes search with navigation: Google 
combines the two most used activities on 
the internet. 


E It runs JavaScript very fast: Chrome is 
arguably the fastest browser. 


W It is open source: it has borrowed heavily 
from other products, and can contribute to 
other products too. 


REUTERS 


sites on the Chrome address bar. Needless to 
say, search is the second-most prevalent activity 
on the internet after email. 

IES, on the other hand, provides a new host 
of features. Using ‘accelerators’, you can access 
online services on other websites. For example, 
you can highlight portions of a Web page, and 
the browser will give you options to do without 
going away from the page. Webslices allow you 
to subscribe to portions of a website by adding 
them to your favourites bar. You can at any time 
click on the favourites bar and get this informa- 
tion, such as the weather of your city, without 
going to the website. 

Firefox has also added a host of cool features 
such as a new graphics engine, one-click book- 
marking, the ability to accommodate over 
6,000 add-ons, and several other features. 

In the new set of browsers, privacy and secu- 
rity also get a fresh whiff. You could browse in 
private: the computer does not record your ac- 
tivity if you choose not to. They block malware 
and phishing if you want to. One could list the 
new capabilities seemingly ad infinitum, but 
the essence is really one thing: browsers are no 
longer what they used to be, and reflect the 
complex world of the internet much better. The 
day may not be far off when you switch to your 
browser for everything that you need to do on 
your computer: email, spreadsheets, docu- 
ments, collaboration... The age of the internet 
has just begun. 


P. Hari in San Francisco 
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MAKING A MARK: 
Google software 
engineer Ben Goodger 
introducing the 
company's new Web 
browser, dubbed 
Chrome, at its Mountain 
View, California, 
headquarters on 

2 September 





SCIENCE BUZZ The fortnightly update on innovations and tech policies 
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Semiconductor 
manufacturers use 
scanning electron 
microscopes all along 
their production lines 
to help control their 
chip manufacturing 
processes. Their 
measurement 
accuracy could 
improve thanks to a 
technology developed 
by US-based National 
Institute of Standards 


and Technology. The 
institutes technique 
uses helium (He) ions 
in a way similar to 
how electrons are 
used in scanning 
electron microscopes. 
The difference: He 
ions can provide 
higher resolution 
images with higher 
contrast because ions 
have larger mass and 
shorter wavelength 
than electrons. 


Reducing the jabs 
Daniel Drucker, 
clinician-scientist and 
senior investigator at 
Toronto-based 
Samuel Lunenfeld 
Research Institute of 
Mount Sinai 
Hospital, has 


developed a new 
treatment for type-II 
diabetes that has to 
be administered only 
once a week. 
Exenatide is the first 
in a new class of long- 
acting medications 
that mimic the action 
of GLP-1, a naturally 
occurring hormone 
produced in the gut 
after eating. Patients 
under trials 
experienced less side 





effects, and had no 
increased risk of 
hypoglycaemia (low 
blood sugar). The 
treatment is expected 
to undergo regulatory 
review in 2009. 


Closer to the masses 
Scientists at the 
Tevatron particle 
collider at the US 
Department of 
Energy's Fermilab 
successfully observed 
pairs of Z bosons — 
extremely rare and 
difficult to detect 
nuclear particles. This 
proved to be a big 
step towards 
detecting the Higgs 
boson — a particle 
that endows all 





with mass, and whose 
detection is the aim of 
experiments that 
commenced on 10 
September at the 
Large Hadron 
Collider at CERN, 
Switzerland — by 
ruling out the 
possibility of the mass 
of the Higgs boson to 
be in the range of 
170GeV/c2, as many 
scientists until now 
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HEALTHCARE 


Peace At Hand 





SECURE DEVICE: The 
Columba bracelet seeks 
to address the logistical 
problems often faced by 

people suffering from 
Alzheimer's disease 


Telecom and 
IT tools are 
increasingly 

giving a fillip 

to healthcare 
systems 


SOME ABIDING 
problems find 
unexpected knights 
in technology. And so 
it is that healthcare 
systems are increa- 
singly looking at 
telecommunications 
and information 
technology tools to 
address a number of 
critical issues, which 
include prevalence of 
chronic diseases, 
global shortages of 
doctors, and manage- 
ment of spiralling 
medical costs. 

In keeping with 
this trend, telecom 
operators and health- 
care providers in 
Europe have joined 
hands to address the 
logistical problems 
often faced by people 
suffering from 
Alzheimer’s disease, 
the progressive and 
fatal brain disorder 
that destroys brain 
cells and disrupts 
normal memory, 


thinking and 
behaviour patterns. 
In April this year, 
Paris-based Orange 
Business Services 
launched a bracelet 
in France and Spain, 
which heralds safety 
for the more-than-a- 
million Alzheimer’s 
patients worldwide, 
besides peace of mind 
for their relatives. 
The telephone 
bracelet, named 
Columba, is offered 
by Orange in 
collaboration with 
Medical Mobile, 
Frances first mobile 
tele-security operator. 
Not only does 
Columba serve as an 
indispensable aid to 
‘wandering 
behaviour’, often seen 
in victims of 
dementia, of which 
Alzheimer’s is the 
most common form, 
it also assists 
cognitive (the brain’s 
ability to process 


information) 
simulation treatment. 
Combining a hands- 
free cellphone with 
global positioning 
system (GPS)- 
enabled geolocation 
and intelligent 
warning systems, 
which issue an alert 
whenever a patient 
leaves his or her 
safety zone, Columba 
can be used to rapidly 
locate its wearer. The 
pre-defined safety 
zone is keyed into the 
handset and locked 
in. Relatives are 
alerted about the 
patient's location on 
their cellphones 
(which have to be 
GPS-enabled). 

The bracelet also 
features a GSM/ 
GPRS transmitter/ 
receiver, a SIM card 
and a configurable 
automatic warning 
system. It can work 
in any available 
mobile commu- 
nication band. 
Columba is 
waterproof, comes 
with bi-directional 
audio communi- 
cation, and has a 
long-lasting 
rechargeable battery. 
While relatives can 
adapt its secure day 
perimeter to the 
patient’s habits, the 
night perimeter can 
be arranged to within 
a few metres of the 
patient’s home. Care- 
givers can lock the 
bracelet using a 
simple key. 

In France, more 
than 5 million people 
are over 75 years. In 
30 years time, one in 
10 will be so. About 
16 per cent in the UK 
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and Spain, and 13 per 
cent in Poland are 
over 65 years. The 
personal-services 
market for the aged 
or dependent in 
Europe alone is 
worth €70 billion 
(Rs 46,900 crore). 

For India’s young 
population, Columba 
— as and when made 
available could cost 
about Rs 15,000 
(hardware cost) and 
Rs 200 rental — may 
be seen as an 
alternative to mobile 
phones. “Since 
schools are banning 
mobile phones, such 
devices can help 
parents keep track of 
kids,” says Kapil Dev 
Kumar, chief 
operating officer of 
Smartdigivision, a 
Gurgaon-based 
technology firm. 

“We will soon see 
such (technology- 
enabled healthcare) 
products and trends 
in India,” says Ashok 
Gupta, visiting senior 
physician at the GM 
Modi Hospital in 
Delhi. “It is a case of 
convergence of 
medical science and 
technology.” 

For the country’s 
telecom players, who 
currently serve 270 
million subscribers 
and are racing to find 
new uses for mobile- 
and internet-enabled 
technologies, 
multiple-use devices 
such as Columba 
offer expanding 
opportunities. 

Meanwhile, till a 
cure is found, care 
will have to do. 


M. Rajendran 


A BWI SPECIAL PRESENTATION 


How telecom can 
empower rural India 


Naresh Wadhwa, president and country 
- India & SAARC 


manager, Cisco Systems 





TELECOM AND NETWORK CONNECTIVITY 
have widely been seen as enablers of a nation’s 
socio-economic growth; a McKinsey study cites 
that a 10 per cent increase in teledensity 
contributes to 0.6 per cent of GDP growth. 
Though urban India is reaping the benefits 
of the telecom revolution, rural teledensity is 
still low, at only 8 per cent. 

The scenario for Internet and broadband 
penetration is much bleaker - a JuxtConsult 
report pegs India’s rural Internet usage at just 5 
million. The constantly evolving ICT landscape 
has not been unable to include the vast rural 
majority, simply because these areas have no 
access to the Internet. The industry could do 
more to think differently on how rural India can 
participate and benefit from the ICT revolution. 

The Internet is without a doubt the super- 
highway on which economies surge ahead, and 
apart from the apparent benefits to the 
economy and a modern workforce, there is also 
immense opportunity for agriculture as well as 
other traditional industries. 

Imagine if rural communities had access to 
information that could improve their livelihoods. 
Initiatives such as e-Choupal have successfully 
been able to leverage the Internet to empower 
small and marginal farmers. The program 
provides farmers with know-how, services, 
timely and relevant weather information, 
transparent price discovery and access to wider 
markets - all through a mobile device that feeds 
off a wider network. This has helped roughly 4 
million farmers to better manage risk. India 
would be well on its way to minimising the 
digital divide if similar models were replicated 
across other sectors in rural areas - cottage 
industries, fisheries and others. 

The true benefits of technology are in its 
application, and if an effective deployment of 
a network that enables academic information 
to flow to rural areas brought millions of 
children access to better education, we should 
be able to improve our scores on literacy and 
employability. A recent effort towards this has 
been made by several IT majors who have 
come together for a District Learning Centre 
initiative at Chhindwara, Madhya Pradesh, to 
provide learning opportunities and IT training 
to the youth of the district. 

Access to high-speed Internet services 
could make rural BPOs a viable option, 
offering attractive employment opportunities 
to village youth. This in turn would decrease 
the current migration rates of rural population 
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to urban areas, reduce rural India's depen- 
dency on agriculture and contribute towards 
inclusive growth. 

The government has also been advocating 
the use of technology to enable efficient 
delivery of public services. State government 
endeavours to use technology include forays 
into wide area networks, setting up systems for 
processing information and delivering services 
to enable the citizen-state interface for various 
services like electronic file handling, public 
grievance systems, and routine transactions 
such as payment of bills and tax dues. 

But all is not hunky dory - for rural areas 
to truly benefit, PC penetration will have 
to increase and affordable PCs or suitable 
alternatives will have to be made available 
to the masses. Additionally, if inclusive growth 
is our goal, India needs to treat the Internet and 
telecom connectivity as critical infrastructure, 
just like roads, airports and power. 

The winds of change are blowing in that 
direction - the Indian government has recently 
announced its 3G policy which will make 
available 3G, HSPA and WiMAX technologies 
that are expected to bridge the last mile 
and drive mobile broadband in rural areas. 
Moreover, the Telecom Regulatory Authority of 
India's (TRAI) recent Internet telephony decision, 
permitting ISPs to terminate local, STD and 
ISD calls from computers to mobiles and 
landlines or vice versa, is likely to reduce both 
local and long distance call rates and boost 
rural connectivity in a relatively price-sensitive 
market like India. Once differences over policy 
issues and spectrum allocation are resolved the 
country could see 3G HSPA and Net telephony 
rollouts, throwing open a world of possibilities. 
In addition to all the benefits cited earlier on 
in this article, other potential applications could 
include introduction of customised services in 
regional languages via Live TV, webcasts and 
streaming audio/video applications, e-healthcare 
and infotainment, to mention a few. India can 
then look to adopt models that have been 
tried and tested in other markets or even 
export some of our learnings to other markets. 

Rural India is expected to account for 40 per 
cent of the 250 million new wireless users as per 
a recent study conducted by FICCI and Ernst and 
Young. If these subscribers had access to broad- 
band and high-speed Internet, every citizen 
would truly be able to participate in, and benefit 
from the global information revolution and 
contribute to a balanced growth of the nation. 





CYCLE RICKSHAWS 
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_eare set to 
don.a new 
avatar in 
Delhi and 
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IT SHOULD BE A SIGHT TO BEHOLD. DELHI AND 
Chandigarh are set to welcome new smart 
cycle rickshaws equipped with biometric cards 
on their roads. It is a move aimed at attracting 
foreign tourists who are expected to flock the 
capital during the Commonwealth Games 
2010. But cycle rickshaws were, and may well 
remain, the stuff of romance. With this, Delhi 
will join the list of other quixotic, rickshaw- 
driven Asian cities such as Dhaka, Rangoon, 
Manila, Hanoi, Yogyakarta, Penang, Singapore 
and Macau, which have retained this primitive 
mode of transport with certain high-tech 
modifications. Indeed, the cycle rickshaw also 
trundles down the streets of Frankfurt, 
London, Paris and New York, where it can be 
seen in its latest avatar as the plush pedicab. 
Cycle rickshaws were introduced in Delhi 
in the 1940s when they replaced their hand- 
pulled counterparts, but the growth in the 
number of unlicensed rickshaws raised serious 
safety and security issues, which led to a ban 
on them in 2006 on 90 per cent of the roads in 
Delhi and Chandigarh. According to an 


GET, SET, GO: 

A US-based company 
will make smart-card 
equipped rickshaws 
(above) for Delhi 
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independent estimate, of about 900,000 cycle 
rickshaws on Delhi's roads — seen mostly in 
areas such as Delhi University, the Walled 
City and parts of NCR — only about 100,000 
are licensed. 

Under a pilot project, US-headquartered 
Indevelop Genkey India will introduce 400- 
500 licensed cycle rickshaws in the city by 
October 2008, which will be a vast 
improvement on the current ones. The 
initiative to promote non-motorised transport 
is being spearheaded by the Netherlands- 
based former chief technology officer of IBM 
Ashok Bhanot, along with the Ministry of 
Urban Development, under the guidelines of 
the National Urban Transport Policy. Local equipped with a booklet with 

/ municipal bodies in Delhi and Chandigarh are — important landmarks, which will 
supporting the move; banks such as Axis be numbered and fares 
Bank, ICICI Bank and Punjab National Bank corresponding to the kilometres to 
have offered finance; and the traffic police are overcome language problems of 
looking into safety issues. However, the foreign tourists. This model 
tourism ministry is yet to show any interest. has been successfully 

Every rickshaw puller will be given a multi- tested in Beijing and 
utility biocryptic genkey card, which will serve Singapore. Pullers 
as his licence, bank card, insurance and health are also slated to undergo a 
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card. In a first-of-its kind initiative in the course on etiquettes. 
country, the new rickshaws will come with an Cycle rickshaws are the 
embedded microchip and be pulled by men in ideal means of public 
blue uniforms, with name badges. *We have transport for short 


priced these rickshaws between Rs 10,000 and distances of up to 3 km. A 
Rs 40,000. The existing rickshaw pullers will proposal to use them to 


be the first beneficiaries of the scheme,” says decongest traffic in 
Anand, India director of Indevelop. major markets is also 
To be issued on a first-come, first-served being discussed. For 
basis, every participating cycle rickshaw puller example, the proposal 
will be entitled to a personal accident cover of calls for those 
Rs 50,000 plus 100 per cent replacement travelling by car to the 
insurance of the vehicle (minus depreciation), popular Sarojini Nagar 
passenger insurance of Rs 25,000 as medi- market in Delhi to park S. 
claim, annual painting of the rickshaw, proper their vehicles at the bus depot and take acycle VARIETY ON WHEELS: 
halt points, and financial inclusion services. A rickshaw to the market. (from top) On the 
cycle rickshaw puller in Delhi and Chandigarh This symphony on wheels, which has streets of China; in 
generally earns a minimum of Rs 200 adayand derived its name from the Japanese word, London; and a student 
with this tourist-targeted scheme, the ` jinrikisha, which means ‘human powered concape aeq a 


i 4 22 à rickshaw that 
earnings are likely to go vehicle’, has long fascinated storytellers. von the BW desig 


up to a minimum of Rs They have also made their way onto the silver award in 2007 
250-300 per day. The screen — the Tamil hit Rickshakaran had 
rickshaws will come M.G. Ramachandran in the lead and Shah 
Rukh Khan chased terrorists on a rickshaw in 
Main Hoon Na. 
By streamlining the operations of rickshaws 
and using them strictly as first and last mile 
feeders to mass transit systems, the project 


ra OUA / a may succeed in its target of providing 
Bite 2 4 "E Mie 1 trouble-free access, and reducing fuel 


* we — consumption on short trips. 
QNS M. Rajendran 
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SANJAY SAKARIA 


Entertainment 


PULLING THE RIGHT STRINGS 


THOSE PLAYING THEM OFTEN CARRY MANY GUITARS 
or axes to a concert. And not just because 
they may want to burn them, break them, 
or throw them into the midst of 
adoring fans as part of their 
| ‘performance’. They need to do 
this because a guitar can go out of 
[^ tune after a few songs and each 
^; song might have to be played under 
! different tuning systems — a 
cumbersome process that 
affects the mood of a concert. A new 
software is set to make such 
Beau) interruptions a thing of the past. 
Today, guitars come with an in-built 
software that recognise different tuning 
IE mechanisms, allowing the musician to slip 
BENI from one tuning method to another with 
| just the click of a button. 
Transperformance and Gibson guitars 
are two manufacturers that are revolution- 
ising music. The Performer software of 
Transperformance recognises over 240 
modes of tuning and has buttons that 
allow a guitarist to shift tuning at any 
ii given time. While rock purists may find 
ID A such guitars sinful, for rock stars this is 
HL I the perfect tool to keep the crowd excited. 
| Eight months ago, Gibson Guitars 
SEn launched its limited edition — only 10 in 
rr $e. each of its 400 stores — of Robot guitars 
IBECHEN across the world. The user interface of 
Iu L i the Robot guitar is the master control 
BEBE Ü 




































i knob (MCK), which acts like a 
computer. The MCK has all 
operat-ing and control 
EV function-ality contained 
I| in 11 different positions. 
| The instruments are 
=) being endorsed by guitar 
I legends such as Pete 
Townshend and Jimmy 
Page. But one has to 
á shell out at least $3,000 
to own one of these. And 
» in India, the price tag 
IW for these imported 
guitars may be even 


T J higher. 
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FASHION 


Ready for couture 


THE COUNTRY'S FASH- 
ion fraternity, the 
media and the glitte- 
rati now have a new 
fashion event to add 
to their business and 
social calendars. A 
decade after it was 
formed — and after 
various upheavals — 
the Fashion Design 
Council of India 
(FDCI) is staging the 
country’s first-ever 
couture week, in 
Mumbai's Grand 
Hyatt hotel from 16- 
21 September. Uptill 
now the various fash- 
ion weeks that took 
place in Delhi and 
Mumbai have been 
focused on the ready- 
to-wear category. 

It seems the FDCI 
and the designer 
community are ready 
to take the next step. 
Says Tarun Tahiliani, 
one of the country’s 
leading designers, 
“The fabled luxury of 
India belonged more 
to the world of 
couture than it ever 
did to ready to wear... 
so it is befitt-ing that 
we now have a 
couture week to 
service bridal and 
specific Indian occa- 
sion wear. Besides 
Tahiliani, the first 
Housing Develop- 
ment and Infrastruc- 
ture Ltd-sponsored 
India Couture Week 
(ICW) will showcase 
the works of 
Anamika Khanna, 
Ashish Soni, J.J. 
Valaya, Manav 
Gangwani, Manish 
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Malhotra, Pallavi 
Jaikishan, Ritu 
Kumar, Rohit Bal, 
Suneet Varma, and 
Varun Bahl. 
“India’s strong 
textile history and 
rich craft heritage has 
all the makings of a 
nation rich in cou- 
ture. The ICW isa 
celebration of Indian 
fashion and Indian 
luxury; says Sunil 
Sethi, president of 
FDCI. Some of the 
finest creations of the 
Indian fashion 
community will be 
showcased in the 
inaugural week. 
Sumati Nagrath 





AMIT VERMA 


ON THE RAMP: 

The couture week will 
showcase works of 
Manav Gangwani (top), 
Tarun Tahiliani (left) 
and Varun Bahl 
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TRAVEL 


Autumn calling 


x T 


AUTHOR ALBERT CAMUS 
said it best: “Autumn 
is a second spring, 
where every leaf is 

a flower.” 


In Maine, in Ver- 
mont and in New 
Hampshire, nature 
puts on a brilliant 
show of colour begin- 
ning the first week of 
September. Bright 
yellows, vibrant reds, 
a sun-kissed orange: 
the leaves on the 
trees transform into a 
riot of rich and vib- 
rant hues. Welcome 
to fall in the US, also 
called autumn. 

Through the She- 
nandoah Valley in 
Virginia to the Mid- 
west and South-east 
America, the season 
that begins in early 
September in the 
northern regions ends 
in southern locations 
in late October or 
early November. And 
every year, thousands 
of people flock to 
these areas to take in 
the fall foliage. 

And theres no 
place better to start 
than where it all 
begins: the state of 





NATURE'S PRIDE: 
The fall in the US is a 
tourist’s delight 


Maine. There are 
many ways of taking 
in the fall experience. 
Take a scenic drive; 
walk a mountain 
trail; paddle a canoe. 
Or else view it atop a 
hot air balloon. 

For a close-up, look 
at the changing colo- 
urs in Acadia Natio- 
nal Park in Aroos- 
took County in 
Maine; you could try 
the easy, hour-and-a- 
half Autumn Ramble, 
a walk through the 
forest accompanied 
by a forest ranger. If 
you like a mountain 
hike, there is Mars 
Hill Mountain, which 
has a very tall man- 
made attraction — 
the largest wind farm 
in Northeast US with 
28 turbines that stand 
nearly 390 ft tall. 

You could also do 
sky diving from 
Mount Katahdin into 
the town of Milli- 
nocket. Talk about a 
falling view of fall! 

Srikanth Srinivas 


BON VIVANT 


Chocolate factory 


CHOCOHOLICS ARE KNOWN TO SWOON AT THE SIGHT OF 
too much of the delectable delights at one 


place. So it is said to be safer to keep them 


away from such dangerous temptations. But if 
you live in Delhi and haven't yet visited The 


Chocolate Box at the Radisson MBD hotel in 


nearby Noida, you are missing out on 
something. In the hands of Pastry Chef Daniel 
Koshy — who has previously worked with the 
Taj and the Oberoi groups — this warm, cosy 
and inviting outlet offers a rather eclectic range 
of chocolates that promise to keep tastebuds 


tingling with pleasure. 


Take for example Chef Koshy’s latest 


experiment, the ` 


. It consists of ` 


chocolate pieces infused with ginger, 


cardamom, star anise, and even 


lavender, 


among others. These slow releasing flavours are 


worked into the mix in different 


proportions with 


white, milk and dark chocolate to make sure 
that no one flavour is overpowering. 

Chef Koshy's belief that "texture is as 
important as flavour" finds reflection in his 
signature raspberry and melon cake, and 
informs his latest creation, the apricot and 


All chocolates available here are made from 
ingredients flown in from various parts of the 
world, including Switzerland and France. The 


shop also offers the Italian 


desserts. 


And for those who are seduced by gimmicks, 
there is a live counter where you can actually 
watch chocolates being made and even ask for a 


taste to get those taste buds goi 


ng. 
Sumati Nagrath 
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BROWSING 


Manish Periwal 
Chairman & MD, 
Pioneer Urban 
Land & 
Infrastructure Ltd 
| am reading The Post- 
American World by 
FAREED ZAKARIA at the 
moment. Unlike what the 
title suggests, the book is 
not about the decline of 
America, but about the 
rise of countries such as 
China, India, Brazil and 
Russia, and how it is 
reshaping the world. | 
also read books on 
management and 
technology. The other 
books on my reading list 
include Blue Ocean 
Strategy by W. Chan Kim 
and Renée Mauborgne, 
and The 4-Hour 
Workweek by Timothy 
Ferriss. 





Past lense, 
' Futu re Perfect 


by sumati nagrath 


THE INDIAN RENAISSANCE 

INDIA’S RISE AFTER A THOUSAND YEARS IN 
DECLINE BY SANJEEV SANYAL; PENGUIN/VIKING; 
PAGES: 205; PRICE: Rs 499 


AMIDST THE LOOMING ECONOMIC CRISIS, TATAS' 
impending exit from Singur, the people’s 
protests in Kashmir, the floods in Bihar and the 
general fading away of the ‘India Shining’ rhet- 
oric, Sanjeev Sanyal’s 200-page book strikes a 
rather optimistic note. Sanyal, like many other 
scholars, corporate leaders and laymen, be- 
lieves that after almost 10 centuries of continu- 
ous decline, India is once again on the ascent. 

However, two things set Sanyal’s optimism 
apart. The first is his analysis of the reasons for 
India’s initial decline. Sanyal refuses to lay the 
blame on early foreign invaders such as the 
Turks, Mongols and Afghans, or on the Mughal 
rule, or on colonisation by the British. Instead, 
he has chosen a path of introspection and 
critical self-evaluation to assess what truly 
went wrong. In doing so, he finds that between 
1000 AD and 1820 AD, India’s share of world 
GDP fell from 29 per cent to 16 per cent, and 
concludes that “India’s position was in decline 
well before the colonial period”. He further sug- 
gests that it is more reasonable to argue “that it 
was civilisational decline that led to foreign 
domination rather than the other way around... 
writings by later travellers suggest that the 
closed attitude towards technology, new ideas 
and the outside world had spread throughout 
the subcontinent by 13th century”. 

During its ‘golden age’, Sanyal observes, India 
was “a country that encouraged innovation and 
change... celebrated risk-takers. It was open to 
foreign trade, ideas and immigrants. Foreign 
students flocked to its universities even as for- 


SANJEEV SANYAL is currently based in Singapore 
as Deutsche Bank’s chief economist for the region 
as well as Adjunct Fellow of the Institute of Policy 
Studies at the National University of Singapore. In 
2007, he was awarded the Eisenhower Fellowship 
for his work on urban systems. He is passionate 
about environmental conservation and antique 
maps of India — he insists they are closely linked. 


eign merchants flocked to its ports". It was 
sometime during the 11th century that attitudes 
began to change and "created a fossilised society 
obsessed with regulating all aspects of life ac- 
cording to fixed rules. Not surprisingly, this dis- 
couraged the spirit ofinnovation and led to a long 
and painful decline. India fell behind not just as 
an economy but as a civilisation", he concludes. 

But, despite a few well-educated guesses, 
Sanyal struggles to pinpoint the exact reasons 
for this shift in cultural attitudes and the subse- 
quent inward-looking and isolationist thinking 
ofthe Indian intellectual, economic and cultural 
elite. However, on examining history he finds, 
"It appears that civilisations, from time to time, 
commit suicide by closing themselves to innova- 
tion, entrepreneurship and the outside world.” 

The second thing that makes Sanyal's opti- 
mism appealing is the note of pragmatism that 
accompanies it. He says, “Indias rise is not pre- 
destined but, for the first time in a millennium, 
itlooks like it has the courage to exploit the win- 
dow of opportunity.” In the provocatively titled 
chapter ‘From Independence to Freedom’, 
Sanyal says that while Independence — a clean 
break from the past — came in 1947, true free- 
dom for India came in 1991, a ‘turning point’ in 
India’s history that saw not just the opening up 
of the economy but “all aspects of life. While In- 
dia under Jawaharlal Nehru only revised isola- 
tionism after 1947, it is only post-1991 that “the 
country has seen a renaissance both as an econ- 
omy and as a civilisation,’ says Sanyal. 

While he focuses primarily on the economic 
aspect of this ‘renaissance’, Sanyal points out 
that it is part of a larger cultural, intellectual 
and scientific canvas. Arguing that the middle 
class-based growth model “is increasingly un- 
tenable”, he identifies two ‘revolutions’ or ‘long- 
term shifts’ that India can 
benefit from: the Demo- 
graphic Revolution and 
the Primary Education 
Revolution, with the lat- 
ter being indispensable in 
leveraging the former. It is 
here that Sanyal’s opti- 
mism, rooted in statistics 


22 SEPTEMBER 2008 64 BUSINESSWORLD 


and facts, is most obvious. He admits these rev- 
olutions will not produce waves of new software 
writers, but “the combination of population dy- 
namics and improved literacy should lead to a 
sharp increase in the availability of blue-collar 
workers over the next two decades”. 

Sanyal emphasises the point that Indias “ex- 
traordinary economic, intellectual and cultural 
influence throughout the ancient world” was, 
barring one exception, achieved mainly through 
peaceful means. And this is the kind of ‘soft 
power that political strategists talk about today. 
But to achieve all this, we, as a country, still have 


several hurdles to cross which include chal- 


lenges posed by acute poverty, social inequity, 
poor physical infrastructure and lack of employ- 
ment opportunities, among others. For Sanyal, 
the route to overcoming these lies in institu- 
tional reforms. More specifically, he talks of sec- 
ond-generation reforms which, “in essence", are 
“about building a healthy new relationship be- 
tween the state and civil society in general, and 
the economic system in particular”. 


SELECTION 1 





Success 
Mantra 
_ IMPERATIVE THE BREAKTHROUGH 
Womens | MPERATIVE HOW THE 
BEST MANAGERS GET 
OUTSTANDING RESULTS 


IW à cComrant, tee 


BY MARK GOTTFREDSON AND 
STEVE SCHAUBERT; COLLINS/ 
HARPER COLLINS; PAGES: 367; PRICE: Rs 495 


CASE STUDIES ARE CRUCIAL FOR ANY STUDENT OF 
business management, but only ifthey are care- 
fully researched, comprehensively dissected, 
thoughtfully analysed and well presented by a 
team of experts. And there are few who can do 
this better than the people at Bain and Com- 
pany, one ofthe top global consulting firms. 

THE BREAKTHROUGH IMPERATIVE by 
Mark Gottfredson and Steve Schaubert of Bain 
and Company is a collection of classic case stud- 
ies on what a CEO should and should not do in 
order to achieve positive results. The authors 
have ripped apart the failure of the best busi- 
ness managers to identify and implement four 
. basic mantras: costs and price always decline; 
competitive position determines options; cus- 
tomers and profits pools don't stand still; and 
simplicity gets results. 

However, while heaping kudos on the strate- 
gic decisions adopted by CEOs such as Jack 
Welch in transforming companies like GE, the 


authors seem to have overlooked the environ- 
ment within which Welch was able to achieve 
successful results. The rather exhaustive appen- 
dix and extensive diagrams and charts fail to 
bring out the external political and economic 
factors that influence strategy. The authors ad- 
mit, "Reading this book and applying its princi- 
ples will not tell you everything you need to be 
successful... You will still need superb leadership 
skills” And even as they repeatedly remind that 
every CEO has his or her own set of unique tech- 
niques, the authors believe that this book “will 
dramatically increase your chances of success". 
M. Rajendran 


SELECTION 2 
Canine 
Connection 


I MUST ADMIT, I AM NOT REALLY 
a dog lover. So it was with 
some degree of reticence that 
I reached out for Bibek De- 
broys SARAMA AND HER 
CHILDREN — THE DOG 
IN INDIAN MYTH (Penguin). And I'm glad 
that I did. For even though Debroy's main focus 
is on understanding the way dogs have been 
perceived and represented in popular Indian 
mythology and religion over centuries — right 
from the Rig Veda to Panchatantra tales, to Ra- 
bindranath Tagore’s novels to present-day live- 
stock census reports — the book also ends up 
giving an insight into ancient and contempo- 
rary Indian literature. 

Rich in historical as well as literary detail — 
excerpts from ancient texts as well as abridged 
versions of popular folk tales, including some 
from Panchatantra and Aesop’s Fables, are 
scattered throughout — the book is engaging 
and easy to read. But what makes it special are 
the nuggets of information that the canine-lov- 
ing author — and he admits his preference for 
mongrels right at the outset — has painstak- 
ingly collected over the years and now shares 
with readers. About the protagonist in the title 
he says, “...in Indian mythology, there are three 
different Saramas. The first is Vibhishana’s 
wife, daughter of Gandharva king, Shailusha. 
The second Sarama is wife to the sage 
Kashyapa. And the third Sarama is the first 
dog... She is Indra’s dog, she is the shuni (dog) 
of the devas (gods) and, therefore, she is known 
as devashuni.” And then he goes on to examine 
the decline of dogs from this celestial position to 
that of a current-day menace. 


Sumati Nagrath 
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ALERT 


MIKE’S ELECTION 
GUIDE 

BY MICHAEL MOORE 
GRAND CENTRAL 
PUBLISHING . 
Michael Moore's latest 
literary offering comes 
almost five years after 
Dude, Where's My 
Country? This time 
around, he subjects the 
Barack Obama versus 
John McCain contest to 
his trademark polemic 
style. And the result is a 
rather funny — but 
always factual — book 
that poses and answers 
questions such as: Why is 
John McCain so angry? 
How many Democrats 
does it take to lose the 
most winnable election in 
American history? And, 
can | get into the 
electoral college with 
only a 2.0 GPA? As 
always, Moore will 
appeal to those who 
share his ideological 
position and successfully 
manage to offend those 
who vilify him. 


BA'Y) i] 


Be An Agent Of Change 


Repair and 
rejuvenation of 
the banking 
industry are the 
biggest tasks 
confronting 
Subbarao if he 
wants to leave 
his mark as 

RBI governor 





Y.V. REDDY, WHO HAS STEPPED DOWN AS GOVERNOR 
of the Reserve Bank, has received glowing enco- 
mia on farewell. He steered the economy 
through the subprime crisis; it did not cause 
even a ripple in India. He kept out fly-by-night 
speculators who were invading the stockmar- 
ket. When they developed P-notes and set up an 
offshore market, he dealt it a death 
blow and brought stock trades back 
home. He made Sebi enforce the 
same know-your-client require- 
ments on brokers as he himself had 
made banks; he thus kept terrorists 
and wheeler-dealers out of India. 
When Indian corporates started 
raising debt abroad, he promptly in- 
troduced quantitative controls to 
curb excessive borrowing. He stead- 
fastly fought inflation, and kept rais- 
ing interest rates to rein it even when 
the economy was slowing down. 
D. Subbarao, the new governor, no 
doubt listened to many of these en- 
comia; he perhaps delivered some. 
He must also have called on his eld- 
ers such as Bimal Jalan and the 
Prime Minister, who would have 
given him sage advice. The advice would have 
been to follow in the footsteps of Reddy, and 
keep India out of the troubles that lurk in the 
muddy financial waters abroad. 

On the other hand, he cannot be unaware of 
two reports which won implacable hostility of 
his predecessor — those of the Percy Mistry 
Committee and the Raghuram Rajan Commit- 
tee. The Mistry Committee showed what an op- 
portunity for the creation of an international fi- 
nancial industry India was missing because of 
its exchange control. The Rajan Committee 
showed how the government-dominated banks 
had failed to serve villagers and small industri- 
alists. The messages of both were deeply unwel- 
come to the Reserve Bank; it was as wedded to 
exchange control as to government banks. 

Nor can he have missed the incipient tension 
between the finance minister he served and the 
governor of the Reserve Bank. P. Chidambaram 
is basically an expansionist. He showed in his 
impassioned speech in Parliament over the con- 
fidence vote how much he regrets India falling 
behind China and how much he wants to raise 
India’s growth rate. He never made a secret of 
his preference for lower interest rates. But 


AMIT VERMA 


Reddy stonewalled him. He has probably given 
Subbarao a lecture on the importance of 
growth, which Reddy did not give a hoot for. 

That is the agenda that Subbarao takes with 
him. As the economy spins into a downturn, he 
must decide how far to stimulate it; as inflation 
hovers over 12 per cent, he must decide whether 
to raise interest rates further. And as Indian 
business looks for cheaper finance, he must de- 
cide how far to let it access foreign capital. 

Soon he will also face the deadline for relax- 
ing restrictions on foreign banks. Five years ago 
the Reserve Bank placed an embargo on new 
foreign banks or branches, and said it would re- 
think in 2009. He could fob them off by letting 
them open a few more branches. But he might 
feel that a country must keep its promises. 

The safest course for him would be to follow 
in Reddy's footsteps: to be a good, conservative 
banker in the conventional sense, and to let the 
economy go to dogs if it will. Such conformism 
will also make him a darling of his minions in 
the Reserve Bank, who fancy themselves as a 
breed apart — honest, upright and unbending. 
And there is no risk in it. If the economy turns 
turtle, it is the government that will be turfed 
out; Subbarao can still continue to gaze out on 
the sea from his 18th-floor eyrie. 

While it will be risky for Subbarao to give an 
ear to the siren calls of Percy and Raghu, he 
must turn to them if he looks beyond a sinecure 
and wants to live an interesting life. He has seen 
enough of politics to know where the opposition 
to financial reforms is coming from: it em- 
anates from the state-owned banks, which fear 
competition. They have had a dream run for the 
past 10 years. They are profitable, and their bad 
debts have shrunk. But they are worried. They 
are running short of capital, and their borrow- 
ers are beginning to renege on mortgage loans 
as the real estate market turns down. 

He should persuade the government to let the 
banks raise capital in the market. It is steeped in 
pre-reform socialism and will not agree to gen- 
eral privatisation. Maybe he can persuade the 
government to privatise the smaller and weaker 
banks. But the most important step Subbarao 
can take in this field is to set up a mechanism 
whereby small, private regional banks can come 
up and compete in districts and mofussil areas 
as suggested by the Rajan committee. Competi- 
tion is a great stimulus for change; Subbarao 
should promote it in all fields. 
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Omnipotent yet invisible. 


Work is demanding. Therefore, you would never like your 
color Multi-Functional Device (MFD) to complain. Presenting 
the all new versatile range of Canon Color MFDs — one of 
the first integrated solution devices in this category. 

With e-copy, an advanced program, it enables document 
distribution to all business software applications for your 
needs. On the product side, there are advanced features like 
~* Dual processor, Universal Send Function, UFR II Printing, 
just to name a few. 


Now, get complete integrated solutions 
from iRC — copy, scan, print and even send 
all your color documents at one go. 





So the next time, if someone has to jog his memory for naming his color MFD, 
you should know that he is using a Canon - the perfect solution partner for 
office documentation. 
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PepsiCos Bust 


New Realities 


THE MINDLESSNESS 
and efficacy of capi- 
talism both reach 
their fullest articula- 
tion in the soft drink 
and junk food indus- 
tries. The practice of 
selling flavoured wa- 
ter and potato crisps 
packaged in non- 
degradable materials 
by manipulating con- 
sumers emotions 
through saturation 
advertising drives environmental- 
ists and socialists crazy. And the 
profits that can be made when these 
street-corner businesses are taken 
over by multinational corporations 
turn investors mad with joy. 

Until now, the twain could never 
meet. In the pitched battles ideo- 
logues fought over globalisation in 
the 1990s, PepsiCo and Coca-Cola 
often took centre-stage. The George 
Fernandeses of the world insisted 
that “development needs silicon 
chips not potato chips”, and the rest 
of us shrugged and popped open a 
can of Diet Pepsi. 

Now Indra Nooyi, steeped as she 
is in ‘good Indian values’, wants to 
show the brash American business 
world a kinder, gentler path to prof- 
its. Since taking over as CEO of Pep- 
siCo, Nooyi has committed herself 
to tuning the company into the con- 
sumer needs and concerns of the 
21st century — health and ecology. 
In Nooyi's cloying vision of tomor- 





row, juices will sell 
like colas, wholesome 
snacks will compete 
with salted chips, 
and non-biodegrad- 
able packaging will be 
replaced with recy- 
cled materials. 

So, should Fernan- 
des and his friends 
retire knowing the 
market has brought 
about the change they 
wanted regulations to 
bring? Probably not. Changing 
global values have made many 
CEOs trade in their Canali suits for 
Save-the-Whale T-shirts. But their 
companies have not changed very 
much. Even PepsiCo will still sell 
more aerated drinks in 2009 than it 
did in 2008, and generate many 
tonnes of non-biodegradable waste 
every year. Nooyi herself talks pas- 
sionately about luring consumers 
back to drinking Pepsi, a product 
whose ad campaigns consistently 
stoke peoples' sense of inadequacy, 
and obsession with youth and fame. 

But at least Nooyi is trying. Turn- 
ing around a behemoth such as Pep- 
siCo cannot be easy and will take 
time. Even if she is only partly suc- 
cessful, it will count for a lot. Other 
CEOs looking to reform polluting, 
unhealthy. businesses, and adapt 
them to meet changing consumer 
expectations could learn a lot by 
studying PepsiCo's responsiveness 
to new realities. 
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The Subprime Effect 

There is blood on Wall Street as a few 
custodians have gone kaput (‘US Loses Its 
Sheen, BW, 22 September 2008). People are 
disappointed. Somnambulistics are once again 
seeking hypnotic solutions for their salvation. 
So what if it happened in the US? Its waves are 
being felt all over the world. It is the right time 
to ask questions and learn lessons. Did Alan 
Greenspan (former US Federal Reserve 
chairman) know it was going to happen? Did 
it happen due to motivated assumptions made 
by American economists? Is economics a 
conspiratorial adventure of rogues or an 
evolutionary practice of gentleman players? 
What lessons can Indian companies draw from 
this episode? Indians are very forgiving and 
the Indian government is very good at letting 
go’ and of course at "let's go. The experience of 
Unit Trust of India is a living testimony of this 
rude expression. Will the Indian government 


N Beijing, | 
Y 36 at London | 
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Seeing Red On Green Issues 


Your cover story shows the deplorable state of our environ- 
ment (The Green Trade; BW, 22 September 2008). Global 
warming is nothing but a prelude to panic. How green is 
my country? Indians are asking this question but not doing 
enough for this cause. Urban India, where economies are 
built on consumption and demand, is slowly waking up to 
an inconvenient truth — we have to live simply so that 
others may simply live. The issue of saving the environment 
will get the required attention from the people only when it 
gets the same from the government. But that is unlikely to 
happen as long as the government continues to subsidise 
energy prices and insulate the people from supply-demand 
adversities. Misutilisation and mismanagement are big 
issues and we need some eco-warriors to tackle them. 


Sunny Akhouri, email 


draw some lessons and act in such a way that 
our countrys financial system is not similarly 
abused by adventurous rogues in the hide of 
businessmen and industrialists? 

Navendu Mahodaya, Indore 


Ideal Role Model 


I completely agree with Tushar A. Gandhi on 
his analysis of your case study which looked at 
whether it is Mahatma Gandhi or Dhirubhai 
Ambani who is an ideal role model (‘Gandhi 
On Sale, BW, 15 September 2008). It is 
dubious to compare Gandhi with Ambani — 
the former was not a businessman at all. But 
Gandhi has introduced a concept more 
important than CSR (corporate social 
responsibility), which is NSR (national social 
responsibilities), 

Pavan Patel, Bangalore 


Playing Games 
I can't understand why we always seek refuge 
in the benevolence of the wealthy (‘3 at 
Beijing, 30 at London’, BW, 8 September 
2008). It is not right to expect any favour from 
the corporate sector to promote sports in the 
country. The onus of motivating and 
promoting talent lies with the government. I 
am a sportsperson and want to see myself 
playing for my country rather than for 
Ambanis or Mittals. 

Ashish Kumar, Warangal 





Letters may have been edited for brevity. 
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PepsiCos transformation into 
being a health-conscious com- 
pany may take time, as still 
half of its revenues come from 
colas and snacks. 


4⁄4 Interview: Indra Nooyi 


PepsiCo' Chairman and CEO discusses 
her new goodness agenda and the busi- 
ness strategy during a slowdown. 
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The new FM radio policy is good, but has 
missed out on a few key issues. 
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Will the government be able to enforce the 
smoking ban effective from 2 October? 
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The week's strategic corporate moves. 


20 QUICK TAKE 


Will the upcoming holiday and wedding 
season revive India's flagging economy? 
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NO MORE SHOPPING: 
ADB says consumer 
spending will come 


down significantly 








EVEN AS THE US industrial economies. (FY09-10), from 8.5 cent for FYO9-10. 
economy grapples "The myth of uncou- per cent to 7 per cent. Home-bred econo- 
with a financial crisis, pling has been explo- ADP bluntly states mists, however, are 
the developing Asian ded,” the report says. that “Very large fiscal ^ notas pessimistic. 
economies continue Among the other fac- imbalance createdby “An 8 per cent GDP 
to be watched with tors are the slowdown the current level of growth is possible 
growing apprehen- in Asia due to infla- subsidisation of oil, thanks to growth in 
sion. Last week, the tion; high borrowing fertiliser and food,as ^ consumption (which 
Asian Development costs; dampening well as other off- will get a boost from 
Bank (ADB) down- investment and low budget items, sets a the Sixth Pay Commi- 
scaled the growth consumer spending. daunting task for eco- ssion recommenda- 
expectations of many India’s gross dome- nomic management” tions) as well as 
Asian economies — stic product (GDP) Last month, a Citi- services and capital 
including India’s —in growth estimate for group research note goods,” says Madan 
its half-yearly report, the current financial had also revised its Sabnavis, chief econ- 
Asian Development year (FY08-09) has own estimates of In- omist at National 
Outlook 2008. been downgraded dias GDP from 7.7 per Commodity Deriva- 
ADP attributes this from 8 per centto 7.4 centto 7.5 percentfor tives Exchanges. The 
to the worsening per cent, and, for the FY08-09 and from 7.9 debate continues. 
conditions in major next financial year per cent to 7.4 per Rajesh Gajra 
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"For some of our partners (such as 


Russia), instability in Ukraine is like bread and butter.” 





SPORTS 


Serious Game 


Anil Ambani 
will be 
exposed to 
the vagaries 
of owning a 
sports team 


MAXIMUM EXPOSURE: 
Anil Ambani is 

now eyeing English 
football club Everton 


ADAG CHAIRMAN ANIL 
Ambani may be a re- 
gularrunneranda 
sure-footed business- 
man but when it co- 
mes to buying sports 
teams, he has faltered 
more than once. He 
bid too low and mi- 
ssed an opportunity 
to own an Indian Pre- 
mier League (IPL) 
franchise. Finally, he 
settled for buying the 
American broadcas- 
ter of IPL, Willow TV, 
and becoming the ‘of- 
ficial DTH partner’ of 
the event. 

Of late, Ambani has 
figured in the British 
press for dabbling in 
the English football 
clubs market. Last 
week, he reportedly 
explored the possibil- 








Peace, at last: 
Zimbabwe's Presi- 
dent Robert Mug- 
abe has finally re- 
lented and signed 
a power-sharing 
agreement with his 
long-time rival and 
opposition leader, 
Morgan Tsvangirai. 


ity of buying Newcas- 
tle United and now, 
reportedly, he is eye- 
ing Everton. Both 
Newcastle and Ever- 
ton are middle level 
clubs in the 20-team 
English Premier 
League. 

As and when he 
succeeds in his first 
acquisition, Ambani 


will be exposed to the 
vagaries of owning a 
sports team — if the 
team does not win, 
the owner's image 
also suffers. 

Perhaps, that is 
why he is being cau- 
tious. But then, these 
are all integral to the 
business of games. 

Feroz Ahmed 


The deal makes 
Tsvangirai a dep- 
uty prime minister. 
But observers do 
not expect any 
quick change in 
the country, which 
is reeling under an 
‘official’ hyperin- 
flation of 11 
million per cent. 


The US trade deficit grew in July because of 
surging energy prices 


STOCKMARKETS. 


ACTION SPEAKS LOUDER... 


US trade balance ACTIONS OF SECURITIES AND EXCHANGE 





no mention, though, on whether 
$250 billion Board of India have suddenly ass- Sebi found irregularities. 
BECOME sa umed significance. Recently, at a After the collapse of Lehman 
seminar on ‘Companies’ investi- Brothers, regulators worldwide are 
gation and inspection by Sebi', monitoring large brokerage firms. 
Sahil Malik, assistant general ma- The Stock Exchange of Hong 
nager at Sebi, disclosed that the Kong has declared Lehman Bro- 
regulator had recently carried out thers Securities Asia a defaulter. 
inspections of brokers based on In India, the National Stock Ex- 
"risk associated on their should- change (NSE) and Bombay Stock 
| ers". Malik pointed out that bro- Exchange (BSE) have prohibited 
| kerage firms such as Motilal Os- Lehman Brothers Securities from 
TN wal Financial — which according doing derivatives trades and 
| to him had a 9 per cent exposure asked it to prepay pay-in in cash 
Bi: EET DEL du at ba ah ee Saat to the market risk — were cove- market trades. 
Source: rao is dM neon the ODD Ups nga su 
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What do Ying Lee and Abdul Mustapha 
have in common with Dattu Deshpande? 


They are part of the new face of L&T's Electrical & Automation Operating Company. This multi-cultural, 
multi-national workforce is just one element of the transformation that is rapidly changing the contours of the 
Company. 


Today, our manufacturing footprint extends across six countries, in addition to India. Within three months of 
our association with the Malaysia-headquartered Tamco, we set a new benchmark in order booking in South 
East Asia. Medium voltage switchgear adds a new dimension to our range, and our offerings encompass 
integrated automation and complete electrical solutions. 


Tomorrow, our empowered teams will seek more innovative solutions to bigger and more complex 
challenges. Yes, the new face brings with ita new pace. To know more, mail to response@LNTEBG.com 





Electrical & Automation 


€ LARSEN & TOUBRO 


It's all about Imagineering 


Electrical & Automation, LARSEN & TOUBRO LIMITED, North Wing, 
Powai Campus, Gate 7, Mumbai 400 072. INDIA www.lasentoubro.com 





NO KID 5 
PLAY, THIS 


More than 6,200 
babies have fallen 
ill and three babies 
have died in China 
after drinking 
contaminated milk 
containing mela- 
mine, a chemical 
added to make it 
appear higher in 
protein. In the 
picture, an eight- 
month-old child 
getting treatment 
for acute kidney 
failure, at a 
hospital in Hefei, 
Anhui province. 


RADIO 


Sound Bites 


True, the new 
FM radio 
policy is 

good. But it 
could have 
been better 





THERE IS NO DENYING 
that the Union Cabin- 
et's decision to allow 
radio broadcasters to 
set up subsidiaries, 
merge or demerge 
under the existing 
Phase-II FM policy is 
a step in the right di- 
rection. It has as such 
been hailed by all pla- 
yers. But what beats 


TRIBHUWAN SHARMA 


explanation is why 
other pressing issues 
such as increasing the 
foreign investment 
limit, multiple licen- 
ces for a single city or 
allowing news on FM 
have been left out. 

Apurva Purohit, 
CEO of Radio City 
and president of the 
Association of Radio 
Operators of India, 
says, "We look for- 
ward to Phase III and 
hope that the govern- 
ment works on 
expediting the proc- 
ess.” Indeed, instead 
of going about dere- 
gulation in a piece- 
meal manner only for 
the sake of some play- 
ers, it would be better 
if the information and 
broadcasting ministry 
does a more compre- 
hensive job. 

Shalini S. Sharma 
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‘Floating’ Ideas 


GOOGLE IS CONSIDERING MOVING SOME OF 
its super computers to a fleet of boats 
anchored some 11 km offshore in the sea. 
This will not only save the California- 
headquartered company millions in 
property tax, but also in electricity bills — 
wave power can be used to do some of the 
functions of the computers while 
seawater could be used to cool the data 
centres. Google has also applied for a 
patent for this novel idea. 


Reality Levels of noise in the world’s oceans are causing serious problems for whales, dolphins and 


Check ` 
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other marine mammals, according to a report by The International Fund for Animal Welfare. 
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HEALTH 


ALL SMOKE, NO FIRE 


WILL THE SMOKING BAN, 
which kicks off from 
2 October, work? 
Health Minister An- 
bumani Ramadoss 
may be excused for 
thinking so. But his 
approach is raising 
hackles. If you light 
up in a public place, 
you will have to pay a 
heavy fine — provi- 


THE WORLD'S TOP GOLF COURSES 
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ded you are caught Products Act allows essary delays". 

smoking. But thank- smoking only in France and Germ- 

fully, there are ways 'designated areas' any have banned : 
to ensure that you with 30-plus seat smoking in public 

are not. Take Guja- cover. Ramadoss places. So has the 


rat. It is a dry state, agrees that banning UK. But Indians are 
but you can wet your smoking in ‘designat- creative. It is any- 


whistle by paying a ed areas' would body's guess who will E 
price. The Cigarettes require amending the have the last puff! AU 
and Other Tobacco Act, causing "unnec- Raghu Mohan 


Can YOu connect continents every day? 








HUMAN RESOURCES 


Virtual Check 


HR firms 
look at 
potential 
candidates’ 
online profile 
before hiring 


ALTER EGO: 

Many people hook 

on to social networking 
sites to de-stress 


LOOKING FOR A JOB? 
Do not waste your 
time sounding out 
contacts. Instead, 
concentrate on im- 
proving your social 
networking profile. 
Headhunters are pe- 
rusing your profile on 
sites such as Face- 
book and LinkedIn to 
decide on your candi- 
dature. Once you ap- 
ply, your social behav- 
iour will be tracked. 
Your social skills de- 
cide if you fit the job. 

Says T. Sreedhar, 
managing director of 
TMI First, “An IT 
client rejected a 
candidate based on 
his social network 


profile.” Reason: his 
social profile conflic- 


ted with the profile he 


had submitted to the 
company. 

Globally, most 
rejections happen on 
grounds of boasting 
about drug use, 
temperamental 
misfit, and contra- 


. dictory disclosures 


vis-à-vis social net- 
working profiles. 
However, despite 


the ease that this 
process offers, some 
HR professionals feel 
it is impractical. 
People get on to social 
networking sites to 
de-stress themselves. 
"One can't judge a 
person based on 
social networking,” 
says Gurmeet Singh, 
country director for 
HR at Marriott Inter- 
national. "The hospi- 
tality sector hasn't 
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seen it yet." 

While it is impossi- 
ble to track people at 
the entry level 
because of volumes, 
at higher levels such 
screening is practi- 
sed. Many firms say it 
helps the initial 
segregation process. 
"It has just started 
happening in India, 
but discreetly,’ says 
Sriram Narasimhan, 
vice-president for 
HR at Quintegra 
Solutions. 

Globally, compa- 
nies such as Accen- 
ture and Oracle have 
accounts on sites such 
as Facebook. So it 
seems that the move- 
ment towards social 
networking profiles 
becoming your CV 
has begun. 

Janhavi Abhyankar 





Why US auto 
makers are 
seeing red 
over a new 

law on 
green Cars 


PASSING THE BUCK: 
Companies such as 
General Motors say they 
will have to pass on the 
burden to consumers 


GOING GREEN IS SOME- 
thing US auto makers 


will have to get used 


to. As per the new 
Corporate Average 
Fuel Economy stan- 
dards passed by the 
House of Representa- 
tives in the Congress, 
every car in the 
country must do at 
least 35 miles per 
gallon (mpg) by 
2020, up from the 
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AUTOMOBILES 


Green Horns 


existing average of 27 
mpg. This means, 
more money has to be 
spent on green 
technologies. 
Companies such as 
Ford and General 
Motors say they will 
have to pass this cost 
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on to the customer. 
So production of 
sports utility vehicles, 
V-8 powered cars and 
full-sized pick up 
trucks — everything 
that represents Ame- 
rican muscle — will 
soon be history. Since 
building smaller cars 
with lesser power and 
fuel-efficient engines 
is still a challenge, the 
entrepreneur that 
gets the first green car 
rolling will be making 
history. Time is ripe 
for a new green 
"Model-T' of this 
century. 

Vishal Krishna 





2 I iT 


29 SEPTEMBER 2008 1 6 BUSINESSWORLD 





Another chance: : 
Many think the | 
Geneva trade tus 
have collapsed. But - 
Pascal Lamy, direc- 
tor-general of World 
Trade Organization, E 
does not. He says | 
he will bring the — 
warring trade mini- 1: 
sters back to the - 
: negotiating table. 
However, India's ! 
minister of state for 
industry, Ashwani — 
Kumar, says noth- - | 
ing is likely befor e 
the November us 
elections. Talk a 2 
going back to (is 





million dollars. The record fundraising by US Presidential candidate Barack Obama in August 





LAND ACQUISITIONS 


New Lessons 


Maharashtra 
tries people’s 
referendum 
to resolve a 
contentious 
land issue 


PIPE DREAM? RIL's 
MahaMumbai SEZ is 

stuck due to land 
acquisition problems 


NIPUN VINAYAK, THE 
collector of Raigad 
district in Maharash- 
tra, does not want a 
Singur in Mumbai's 
backyard. He has 
announced a special 
referendum covering 
22 villages that are at 
the centre of Reliance 
Industries’ (RIL) 
targeted area to 
acquire 10,000 acres 
for the company’s 
MahaMumbai SEZ. 
Farmers from these 
villages will vote on 
21 September whe- 
ther they want to part 
with their land or not. 
The collector will also 
record their objecti- 
ons to the setting up 


SANJIT KUNDU 


of the Reliance SEZ. 

The Maharashtra 
government needs to 
be commended for 
adopting a consensual 
approach to solving 
an extremely prickly 
issue. The govern- 
ment has also indi- 
cated it may ask RIL 
to sweeten the pack- 
age after the collector 
reports the results of 
the referendum. 

Last year, RIL's 





offer of Rs 10 lakh an 
acre went abegging. 
Predictably, RIL, 
which was not in- 
formed of the referen- 
dum, has expressed 
dismay at being kept 
out, but is playing 
along hoping for an 
end to the stalemate. 
The referendum is 
a good idea, which 
could be replicated in 


other states. However. 


the MahaMumbai 





SEZ referendum is a 
one-off, says Johny 
Joseph, chief secre- 
tary of Maharashtra 
government. This is 
disappointing; it onh 
shows that the gov- 
ernments enthusiasm 
to seek local opinion 
is a result of commu- 
nity protests. 

If we are to avoid 
future Singurs, the 
price of land needs to 
be directly negotiated 
by the land-acquiring 
companies rather 
than decided by 
government autho- 
rities. Hopefully, the 
MahaMumbai expe- 
riment will now help 
state governments 
look at the conten- 
tious problems of land 
acquisition with a 
more sensitive eye. 

Gurbir Singh 
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DB Schenker: We manage your supply chain. 


With our global air and ocean freight network, we offer end-to-end s 


Ipply ci 


ain solut 





tons 


for all branches of industry. Whether it's automotive, high-tech, retail, or fashion, we 
develop individual solutions for every branch. From simple transport to value-added 


services. Test our fleet at www.dbschenker.com/ves or infoindia@cchenker cam 
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Hard measures 
US-based Hewlett- 


Packard (HP) is lay- 
ing off 24,600 people 
over the next three 
years. This will help 
the firm cut costs and 
refocus operations at 
Electronic Data Sys- 
tems, which HP ac- 
quired earlier this 
year. “I strongly 
believe that having 
the most effective 
cost structure is dire- 
ctly related to your 
ability to scale and 
grow, says Mark 
Hurd, CEO of HP. 


Strategic moves 
Titagarh Wagons, one 
of India’s major 
wagon makers, has 
made a slew of 
strategic moves. It 
has formed a wholly- 
owned subsidiary in 
Singapore. This will 
help the company 
build international 
presence. The com- 
pany has also decided 
to mark its foray in 
the financial sector. 


New horizons 
India’s fourth largest 
software exporter, 
Satyam Computer 
Services, has bagged 
a SAP implemen- 
tation contract from 
Oman-based Khimji 
Ramdas LLC (KR). 
The multi-module 
deployment would 
help the Oman 
company standardise 
and automate 
business processes. 


Satyam, which 
entered into a part- 
nership with SAP 
earlier this year, said 
that in Oman the 
companys SAP 
implementation 
orders have tripled 
since March. 


Value acquisition 
Crompton Greaves, 
one of the leading 
electric equipment 
makers in the 
country, has acquired 
US-based engineer- 
ing, procurement and 


construction (EPC) 
contractor MSE 
Power Systems and 


two of its group com- 


panies — MSE 
Engineering and 
MSE West — for 
$16 million (Rs 72 
crore). This acquisi- 
tion will increase the 
Mumbai-based 
company’s strength 
as a systems integra- 
tor in the EPC in- 
ternational business 
arena, particularly in 


the renewable energy 


(wind) segment. 
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Power move 

Bharti’s group direc- 
tor Hemant Sachdev 
has joined Microsoft 
India as joint manag- 
ing director. In his 
new role, Sachdev 
will be responsible 
for Microsoft’s con- 
sumer and online 
businesses in India — 
which includes con- 
sumer software, 
Windows Mobile, 
MSN, and the online 
services and search 
businesses. “I am 
sure Hemant’s vast 
experience and great 











Top India deals 


RSP Architects Planners & | BPEP International HongKong 100.00 
Engineers i e n pa sates 
Indu Projects | Credit Suisse Private Equity — BY TS uoo MES 
Cotton County | Sequoia Capital India — India L: AE 
MedPlus Health Services —  NEA-IndoUS Capital Advisors - | India 2500 
— — Seventymm Services ` NEA-IndoUS Capital Advisors, | India, 12.50 
. Matrix Partners, | US, 
| Draper Fisher Jurvetson ePlanet US 
| Ventures e: ae 
Azure Knowledge Corporation Greater Pacific Capital Neve] 10.00. 
Tree House Education and — Matrix Partners US 7.00 
Accessories PERT à [e Sa 
Attero Recycling | NEA-IndoUS Capital Advisors, . India, 6.30 
| Re | Draper Fisher Jurvetson uS. LY 
Marck Biosciences _IFCI Venture Capital Funds | India 400 
Basiz Fund Accounting KPÜ | NEA-IndoUS Capital Advisors India 2.00 
Figures for 25 August-13 September 2008 —— — fe i 
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Deal value in bote 


consumer insight will 
help us scale new 
heights,” says Ravi 
Venkatesan, chair- 
man of Microsoft 
India. During his 
stint at Bharti, 
Sachdev was part of 
the core team that 


built the brand name. 


Divide and grow 
Gujarat-based 
diversified group 
Welspun India is 
bifurcating its 
distribution and 
marketing and 
investment divisions. 
The distribution and 
marketing company 
— which will hold all 
the international 
businesses, and 
Welspun Retail — 
will be christened 
Welspun Global 
Brands, while the 
investment arm will 
be named Welspun 
Investments. 


New honcho 
Mumbai-based Birla 
Sun Life Distribu- 
tion, an Aditya Birla 
Group company, has 
appointed Kanwar 
Vivek as CEO. Vivek 
joins from ICICI 
Bank, where he 

was general manager 
(retail liability 
group). In his new 
role, Vivek will report 
to the board and 
parallelly to Pankaj 
Razdan, deputy 

CEO of Aditya 

Birla Financial 
Services Group. 
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Sharing the burden 
Jetmaker Airbus has 
sold its wing-making 
plant in Filton to Bri- 
tish engineering firm 
GKN for $245 mill- 
ion. The deal is part 
of the European 
firms efforts to attr- 
act outside investm- 
ent in its plants to sh- 
are the development 
cost of the A350, esti- 
mated at $14 billion. 
Airbus is reportedly 
planning to sell seven 
plants in Britain, 
France and Germany. 





Insuring future 
Reliance Capital, part 
of Reliance ADAG 
group, will invest Rs 
2,000 crore over the 
next five years in its 
insurance business. 
The company is also 
entering the banking, 
home loans and con- 
sumer finance busi- 
nesses, says Anil 
Ambani, chairman of 
Reliance ADAG. 


Affordable options 
Delhi-based constru- 
ction company Om- 





axe is building one 
million ‘affordable’ 
homes — in the 
range of Rs 3 lakh to 
Rs 10 lakh — over 
the next eight years. 
Omaxe is on the 
lookout for business 
partners to build the 
houses, which will be 
built using prefabri- 
cation technology, in 
140 locations across 
India. “We have rece- 
ived over 1,000 
applications from 
prospective partners,” 
says Rohtas Goel, 
chairman of Omaxe. 
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Quick Take 





Will the upcoming holiday and wedding 
season revive India’s flagging economy? 


We asked... Sujay J. Shetty, associate director, corporate finance & investment banking, PricewaterhouseCoopers; 
Anand Tandon, director-equities, Brics Securities; Ashutosh Dixit, general manager-sales, SkodaIndia; B.K. Narula, chief manag- 
ing director, SilverSmith India; Sushil Kumar, chairman, Centre for Food and Agribusiness Management, IIM-Lucknow; Neelabh, 
orthopaedic surgeon, Kalra Hospital; Ravi Shekhar Pandey, manager, Springboard Research; Vaibhav Puri, independent strategy 
consultant; Rajeev Ranjan Chaturvedy, research associate, Icrier; Sunil Sethi, president, Fashion Design Council of India (FDCI) 





eb Industry is expecting an = Indias economic slowdown is *'* There could be a temporary 
upswing in consumer buying during not a function of consumer revival of the consumer product 
the festive season. @ 3 | consumption patterns. 55 category in the festive season. © © 
Ashutosh Dixit, general manager- B.K. Narula, chief managing Neelabh, orthopaedic surgeon, 
sales, SkodalIndia director, SilverSmith India Kalra Hospital 


YES BECAUSE: A variety of factors will converge during the holiday and wedding season, 
which could revive India’s flagging economy. The most obvious factor is the increased consumer 
spending that will happen for the weddings, Id, Dussehra, Diwali and Christmas. However, other factors 
could also help. Most Indian consumers have become more resigned to high inflation and interest rates. 
Moreover, interest rates have peaked and inflation is already exhibiting a downward trend. The 
monsoons too have been encouraging this year, which means a good harvest and higher income for 
farmers. The Sixth Pay Commission’s recommendations for government employees wil! also add to 
consumption demand. 


NO BECAUSE: The slowdown has little to do with domestic consumption; the major factors 
affecting India’s economy will remain unchanged. Firstly, the global credit crunch continues to reveal 
new victims each week. Secondly, oil prices may be lower than three months ago, but they are still 
higher than they were last year. Besides, high interest rates have meant higher costs and low profit 
margins for producers. Even the services industry is feeling the heat. If real estate prices collapse, 
people with house loans will have to pay for a property that is not worth the money they have spent on it 
— leading to a mini house-price crisis in India. Festival-driven buying will barely make a dent on the 
challenges that India’s economy is staring at. 


MAYBE BECAUSE: The festival and wedding season will almost certainly give a 


temporary boost to the consumer goods sector. However, factors beyond India’s control continue to 
plague the Indian economy. It is unclear yet, whether we have seen the end of the global credit crunch 
that was precipitated by the huge write-offs following the collapse of subprime mortgages. If this 
continues, India’s financial market will continue to face a dearth of capital, especially as foreign 
investment remains dry. However, if — and this is a very, very big if — the global economy can 

settle in the next three months, then the festive season may just do enough to spark a revival of 

the Indian economy. 
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Decoding 
Inflation 


by omkar goswami 


A VERY CLEVER ECONOMIST FRIEND, DEBRAJ 
Ray, sadly lost to India for US academe, had 
two superb observations on compound in- 
terest rates. The first was that most people 
don’t have a natural feel for exponents or 
compound growth rates. For instance, until 
the recent downturn in India’s quarterly 
growth rate, newspapers were replete with 
assertions of how India could easily achieve 
10 per cent real GDP (gross domestic prod- 
uct) growth, and then sustain it for the 
next 15 years. When you told the enthusiasts 
that 10 per cent growth over 15 years would 
imply more than a four-fold increase in real 
GDP, you saw incredulity followed by one of 
two reactions: either a choice of a lower 
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Inflation is 
unlikely to be 


bring down the rate of growth of prices, or in- 
flation. These days, this magical, quasi-aca- 
demic term ‘base-effect’ is really making the 
rounds. Ask most people who read this maga- 
zine or the pink papers as to why WPI infla- 
tion should come down, and you get the pro- 
found answer, “Because of the base-effect." 
So, here's a bit of investigation. In India, 
point-to-point inflation is the percentage 
growth of the WPI between any week and 
the corresponding period 52 weeks ago. 
Therefore, irrespective of what the WPI will 
be on 28 March 2009 (the last date for 
recording prices in 2008-09), the denomi- 
nator, or base, will be the WPI of 52 weeks 
earlier, namely that of 29 March 2008. On 
that date, the all-commodity WPI was 226. 
It is useful to keep this number in mind for 
the following four scenarios: 
B If WPI inflation for 2008-09 is to actually 
close at 8 per cent, then the all-commodity 
WPI has to be 244 on 28 March 2009. It was 
240.8 on 30 August 2008. In other words, it 
cannot increase by more than 1.4 per cent 
between 30 August 2008 and 28 March 
2009. At a time when we are facing over 12 





growth rate, or sinewy nationalist stuff such in single per cent inflation, do you seriously expect it 
as "Why not?" digits by the to drop to 1.4 per cent over the remaining pe- 

Ray's second observation was that it took riod, so that we end up with 8 per cent at the 
something like a hyperinflation for people close of end ofthe fiscal year? I dont. 


to instinctively grasp the power of com- 
pounding. If prices rose for a fairly long 
time at 10 per cent per week (that, by the 


2008-09. 
That's what 


B If inflation for 2008-09 is to end at 9 per 
cent, the WPI has to be 246.3 on 28 March 
2009. By the same logic, WPI cannot in- 


way, translates to 14,104 per cent per year), the data crease by more than 2.3 per cent between 30 
everyone in the country, however innumer- August 2008 and 28 March 2009. Again, a 
ate, would be able to accurately anticipate suggests very tough call, that requires some serious 


what prices would be in the coming week. 

Ray was in Brazil during its last period of 
hyperinflation, and had seen taxi drivers, maids and 
slum children getting naturally adept at applying the com- 
pound interest. 

This brings me to our present bout of price rise. With 
point-to-point WPI (Wholesale Price Index) inflation 
having dipped from 12.63 per cent on 9 August 2008 to 
12.1 per cent on 30 August, many civil servants and com- 
mentators are talking of the certainty of inflation coming 
down to single digit by the end of the fiscal year. These 
assertions are based on two premises: first, that key prices 
will be either coming down rapidly, or not increasing at the 
same extent as before; and second, that the ‘base-effect’ is 
coming into play. 

The first assertion is easily understood. The second needs 
explaining. What it means is that so long as the numerator 
decreases, or doesn't increase too much, a rising denominator 
— reflecting the price hikes of the past — will necessarily 


fall in prices in the coming months. 

E For 2008-09 inflation to close at 10 per 

cent, the WPI must be 248.6 on 28 March 2009. That trans- 
lates to a 'going-forward' inflation of 3.2 per cent between 30 
August 2008 and end-March 2009. 
ll And for 2008-09 inflation to close at 11 per cent, the WPI 
must be 250.9 on 28 March 2009 — or a 'going-forward' in- 
flation of 4.2 per cent between 30 August 2008 and end- 
March 2009. 

My take is that unless there is a spectacular fall in prices in 
the coming months, we won't see 8 per cent point-to-point 
inflation by end-March 2009. It is more likely to be around 
10-10.5 per cent — falling, but still in double digits. The 
moral of this story: Be hopeful, by all means. But don't 
ignore the data. 

Thanks to my colleague, Deepti Prasad, for the data. 





The author is chairman of CERG Advisory. 
omkar.goswami@cergindia.com 
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Mighty Fell 


Every day, 
institutions 
as Well as 
reputations 
are being 
demolished 


GOING BUST: Lehman 
filed for bankruptcy 
after negotiations with 
Barclays fell through 


by Srikanth Srinivas 


TEN DAYS THAT SHOOK THE WORLD. AS A MOVIE 
title, perhaps not very original, but as a descrip- 
tion of events over the past two weeks, it is very 
apt. It began with the takeover of the two largest 
mortgage lenders in the US, the Federal 
National Mortgage Association and the Federal 
Home Loan Mortgage Corporation — fondly 
called Fannie Mae and Freddie Mac — and 
ended, at least temporarily, with the bank- 
ruptcy of Lehman Brothers. 

“We are more worried than we were before, 
says Nariman Behravesh, chief economist at 
Global Insights, an economic analysis and mar- 
ket intelligence firm. “The problem is now big- 
ger, touching the upper end of our estimates. 
We are lurching from crisis to crisis, as a liquid- 
ity problem turned into a solvency crisis. The 
economy is more fragile now.” 

The US government — through the US 
Treasury and the Federal Reserve — stepped 
in to save Fannie Mae and Freddie Mac, refused 
to do anything about Lehman, let Bank of 


B global economy 


How The 


America help Merrill Lynch save itself, and 
threw AIG a lifeline. Different strokes for differ- 
ent folks? Not exactly, because there’s method 
in this time of madness. 

Fannie Mae and Freddie Mac account for 
almost half of the $12-trillion mortgage market. 
By law, they are not allowed to hold subprime 
mortgages, or refinance them. But they are listed 
companies, and when the market value of their 
capital base falls below mandated capital ade- 
quacy levels, how good the assets are is irrelevant. 

As government sponsored enterprises (GSEs) 
many foreign central banks, including from 
Japan, China and possibly even India, have in- 
vested their reserves in the bonds of these agen- 
cies. So, it was very unlikely that the US govern- 
ment was going to let its own GSEs go bankrupt. 


Lehman Brothers was negotiating a rescue deal 
with Barclays but that came to nought. Still, 
Barclays Bank was able to get what it wanted — 
Lehman's ‘core assets, which includes the 
investment banking business — for $1.75 billion 
late on 17 September. Merrill Lynch saw the 
writing on the wall once Lehman announced its 
bankruptcy filing. On 15 September, Bank of 
America’s chief Ken Lewis and Merrill’s boss 
John Thain announced the takeover of the 
country’s largest brokerage firm by the coun- 
try's largest bank. Commercial banks, long left 
out in the cold, are beginning to strut again. 
"The whole model of independent invest- 
ment banks seems to be broken," says Anirvan 
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Banerji, co-founder and director of research at 
the Economic Cycle Research Institute, in New 
York. “Merrill and Bank of America is a pretty 
powerful partnership.” 

AIG was rescued — at least for now — by an 
$85-billion loan from the US Federal Reserve. 
Well, it’s not exactly a loan yet: it is an assurance 
that the money will be available to AIG at any 
time during the next 24 months should the 
largest insurance firm in the US need it. Then, it 
will be a bridge loan — a short-term one at the 
fairly steep price of about 8.5 per cent. 

On the morning of 18 September, another 
massive rescue was announced across the 
Atlantic, in London, as Lloyd’s TSB announced 
the takeover of Halifax Bank of Scotland, the 
largest British mortgage firm. That will give the 
combined entity control over at least a third of 
all savings and mortgage accounts in the UK. 

Morgan Stanley — with Goldman Sachs one 
of the two remaining independent investment 
banks — and Wachovia Banking Corporation 
are said to be in potential merger talks. Gold- 
man Sachs has sought to reassure investors that 
it is no danger of going bust; but in the height- 
ened atmosphere of fear that pervades Wall 
Street that is being treated with a pinch of salt. 

The sharp decline in Goldman's third quarter 
profits may have added to the scepticism. Wa- 
shington Mutual (WaMu), the largest savings 
and loan bank in the US, is also under the gun, 
having asked Goldman Sachs (how ironic is 
that?) to advise it on finding the right buyer. 

If WaMu fails to find a buyer, and goes bust, 


BR CUTS CBE slobal economy 


the Federal Deposit Insurance Corporation 
(FDIC) will have to step in to save WaMus 
depositors. But the FDIC is said to be running 
short on its insurance fund, after bailing out the 
depositors of 11 banks this year. At a time when 
the fund is at its lowest level since 2003 — now 
$45.2 billion — the number of troubled banks 
has been at its highest. And that's a Pandora's 
Box with no hope in it. 


Is It Over Yet? 

Global losses emanating from the subprime 
mortgage market crisis are estimated to be 
about $650 billion, about $300 billion-475 
billion of that being accounted for by the US 
financial system. "That's 2 per cent-3.3 per cent 
of US GDP, and 20 per cent-40 per cent of total 
bank capital, says Brian Bethune, chief US 
financial economist at Global Insights. "That's a 
lot of capital to lose in one year.” 

On 16 September, the US markets fell drasti- 
cally by over 450 points or about 4 per cent. The 
next day, markets across Asia followed suit, all 
falling by 4 per cent or more, with Hong Kong's 
Hang Seng Index falling by almost 7 per cent. 
This may be unrelated, but on 17 September, 
trading was suspended on Moscow's stock 
exchange, as the market fell precipitously led by 
banking stocks. The Russian government pum- 
ped in $44 billion as capital into three largest 
Russian banks. By all accounts, the blood- 
letting both in the US and elsewhere in the 
world is not over yet. 

Nouriel Roubini, professor of economics at 
New York University's Stern School of Business, 
calls it the worst financial crisis since the Great 
Depression. And he paints a frightening 
picture: when the dust settles, credit losses will 
be close to $2 trillion — about two years worth 
of India's GDP — and the failure of hundreds of 
small banks all over the US (by his estimate, 
67 per cent of the assets on small banks' books 
are housing loans). 

Willem Buiter, professor of European politi- 
cal economy at the London School of Econom- 
ics, raises another bogey in a paper written for 
the Centre for Economic Policy Research in 
May this year. He wonders if with this recent 
binge of liquidity support for banks and invest- 
ment banks, central banks themselves could go 
broke (see ‘Can The Fed Go Broke?’). 

Wall Street, goes an old sinister saying, is a 
street with the river at one end and a graveyard 
at the other. For investment banks, tombstones 
are going to take on a whole new meaning. 





With inputs from P. Hari in San Francisco and 
Uttara Choudhury in New York 
srikanth.srinivas (a) abp.in 
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P TR Atte banking 


Indications 
are that the 
key rates 
may ease 
in the near 
future 


GOOD START: Within 
days of taking over, RBI 
Governor D. Subbarao 
announced liquidity 
enhancement measures 


Falling 
Interest? 


by Raghu Mohan 


ON 16 SEPTEMBER, RESERVE BANK OF INDIA (RBI) 
Governor D. Subbarao announced a liquidity en- 
hancement measure. Usually, banks avail of liq- 
uidity support on securities with the central bank 
in excess of the statutory liquidity ratio (SLR) of 
25 per cent. Now, Subbarao has allowed banks to 
avail additional liquidity up to 1 per cent of their 
deposits and market borrowings. The move is 
temporary, and effectively amounts to a cut in the 
SLR. With inflation also moderating slightly 
from a high of 12.63 per cent, will Rao opt for a 
status quo on key rates? 

Says Tushar Poddar, vice-president for Asia 
Economics Research at Goldman Sachs, “The 
RBI's steps to ease liquidity are a significant 
change in policy as it increased the cash reserve 
ratio (CRR) by 150 basis points (bps) and the 
repo rate by 125 bps since April.” Former RBI 
Governor Y.V. Reddy never once made a liquid- 
ity infusing move during his five-year stint. 

Rohini Malkani, economist at Citigroup 
(India), is more bullish. “There could be a fur- 
ther relaxation of norms on the capital account, 
both NRI and cross-border borrowing, and 
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continued buoyancy in both credit and depo- 
sits,” she says. “And the consequent demand for 
government securities to meet SLR raises the 
possibility of an SLR cut. Lower commodity 
prices and stabilising inflationary expectations 
raise the odds of the RBI keeping rates on hold.” 

Of late, the 10-year benchmark yield has been 
easing — from 8.48 per cent to 8.34 per cent last 
week, but higher than the intra-week low of 8.27 
per cent. This, and the recent dip in inflation, 
had fuelled speculation that interest rates may 
have peaked. The counter view is that it was due 
to demand to meet the SLR requirements. Tight 
liquidity saw corporate bonds ending flat with 
the five-year yield at 10.95 per cent; and credit 
spreads between the five G-Sec and triple-A 
rated papers widened to 243 bps from 221 bps. 

The dip in G-Sec yields is good news for 
banks. There could be a mark-to-market rever- 
sal in the case of state-run banks. ‘Big daddy’ 
State Bank of India will gain hugely on account 
of the special securities issued to it by the Cen- 
tre as consideration for capital when the RBI's 
56 per cent stake was transferred. The flip side 
is that part of this potential gain will be reduced 
by the provisioning mandated by RBI on the 
farm-loan waiver. 

But it is still early to say if banks will cut inter- 
est rates soon. “Banks may surprise in terms of 
their reported last quarter 2008 earnings owing 
to lower investment hits and lower credit costs; 
says Rajeev Varma of Merrill Lynch. "But both 
top line and pre-provision profits could disap- 
point, especially for state-run banks. Bank mar- 
gins will be under pressure quarter-on-quarter 
on lower loan yields, owing to lending rate cuts 
being undertaken in mid-February this year.’ 

Several banks have been offering higher rates 
on fixed deposit; and some of them have seen an 
erosion of cheaper current and savings account 
deposits. But banks may be at the receiving end 
of slower loan growth via higher incidence in 
non-performing assets and loan restructuring. 
*Benign credit conditions in the past, rapid 
growth rate in credit in recent times anc 
outsized impact of increase in credit costs or 
banks' earnings prompt us to focus on asse! 
quality issues as key factors affecting banks 
earnings prospects,” says Goldman Sachs in : 
recent report. 

The good news is that recent statements or 
inflation have all been positive. On 17 Septem 
ber, Prime Minister Manmohan Singh, himsel 
a former central bank chief, said: "There ar 
signs of moderation in the high inflation tha 
we have witnessed recently” Will interest rate 
soften? Everyones trying to talk them down. 
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energy 


In Search Of 
Black Gold 


by Muthukumar K. 


- IN SOME WAYS, IT IS LIKE HAVING THE MIDAS 
Extra cti ng touch: turning coal into black gold, or oil. Given 
oil from that India has abundant reserves of coal, ex- 
tracting oil from coal — otherwise termed coal 
to liquids, or CTL — is creating a buzz among 
coa | comes certain sections of India Inc. 
1 I And why not? Coal has many advantages: 
with Its apart from being abundant, it is relatively 
cheap; our reserves could help us achieve some 
own set of degree of independence from oil, while we wait 
cha | | en ges for the nuclear energy industry to develop far 
enough to meet our pressing and growing en- 
ergy needs. Besides, both China and the US — 
other countries with large reserves — have in- 
dicated that they might consider CTL tech- 
nologies too, what with oil prices going high 
and staying there. 

Oil India, an oil exploration company, now 
wants to invest $1.5 billion (about Rs 6,750 
crore) to extract oil from coal in Assam. Relia- 
nce Industries, Reliance Infrastructure and 
GMR, among several others competing for it 
will invest another $8 billion in a similar CTL 
project for the three coal blocks identified in 
Orissa. Even the Tata group is interested in 
CTL. While CTL seems logical, there are chal- 

lenges not that easy to surmount. 
India already uses a high proportion of coal in its 
energy consumption mix — 51 per cent compared 
to the global average of 29 per cent (see ‘Energy 
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The share of coal in India’s The power sector accounted for 74% 
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Break-up’) . Most of our coal goes towards generat- 
ing electricity: 74 per cent in 2007-08, the rest goes 
towards cement, steel and sponge iron. "If India is to 
achieve its ambitious target of power for all by 2012’, 
thermal generation capacity of 200,000 MW needs 
to be added," says a September 2008 coal industry 
report of Ernst & Young. Already faced with a short- 
age (see ‘No Guiding Light’ on Page 52), Indian 
firms are now acquiring coal reserves in Australia, 
Indonesia, South Africa and Mozambique. 

India’s proven reserves of coal — of 99 billion 
tonnes, if not more — may exist only on paper; a 
lot is not extractable because of technological 
constraints. India is a net importer of coal; over 
the past four years, imports have more than 
doubled to 50 million tonnes in FYOS. A disrup- 
tion of coal supplies from exporting countries 
could mean trouble. Coal prices in the global 
market have been skyrocketing, and traditional 
exporters such as Australia, China and South 
Africa are reducing exports. 

While abundant, the calorific value — a mea- 
sure of how much usable energy can be extract- 
ed — of India's coal reserves is not very high. 
Additionally, to improve the energy efficiency of 
our reserves, our production facilities (includ- 
ing washeries and mining methods) and 
supporting infrastructure (logistics and 
railways) need to be spruced up too. That calls 
for large investments: all of this presup- 
poses efficient pricing — not something that In- 
dia has currently. 

Yet, CTL projects might not be a bad idea. 
*CTL production is economically viable only if 
oil prices remain above $50-60 per barrel (esti- 
mates vary); says Anish Tripathi, partner of 
Strategic Services Group at Grant Thornton. 
“All analysts expect that despite the recent 
weakening in prices, this barrier will not be bro- 
ken anytime soon, if at all,” he says. 

As long as oil stays above $50 a barrel, CTL 
projects will make money. So, should govern- 
ment support be extended to these projects? 
The three blocks reserved for CTL and are cur- 
rently up for bidding are 'shallow' coal reserves, 
making extraction easier and at much lower 
cost. While the government has not apparently 
guaranteed any minimum support prices for 
oil, critics feel that given current international 
coal prices, allotting shallow coal reserves is an 
indirect government subsidy. This also means 
the government cannot keep the current oil 
subsidies in place. Once CTL becomes an im- 
portant energy option, it would only make con- 
sumers use more oil, not less of it. Unlike King 
Midas, we have to be careful what we wish for: 
we may actually get it. 
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CHASING TRPs: 
Gruesome images 
shown on television 
reflect insensitivity 


Coverage of 
the Delhi 
blasts 
reflected 
media's 
callousness 


Effect 


by Gurbir Singh 


WHEN BOMBS BLAST AND TERROR STRIKES, TELEVI- 
sion news channels are all out to get ground 
breaking news. The drama on offer — blood- 
spattered bodies, wailing relatives of the dead 
and action sequences of rushing ambulances — 
is an opportunity that is difficult to pass, ethics 
be damned. Last Saturday’s terrorist bombing 
of three Delhi localities was no different. 

India TV took the lead honours by repeatedly 
running slow motion close-ups of mangled bod- 
ies as well as aerial shots of the dead and in- 
jured. For extra effect, the channel played out a 
Sufi pop number that exhorted viewers not to 
behave as cowards. CNN-IBN had an imagery 
of blood dripping down the screen as the fore- 
ground for the channels blast coverage. 

Manorama News, which claimed to be first 
with the blast visuals, showed the injured and 
dead being dragged into police jeeps without 
stretchers. One channel even aired a clip of 
a body disintegrating while being moved by 
security personnel. 

The daily newspapers had nothing so dra- 
matic, but again the preference was for images 


of blood and gore over those that depicted be- 
reavement, shock or bravery. The Indian Ez- 
press ran a five-column, half-page deep photo of 
a wailing, blood spattered woman being carried 
away on its front page. 

Not all channels were insensitive though. 
NDTV consistently avoided focusing on blood- 
ied bodies and preferred to use the backdrop of 
mangled vehicles or grieving relatives. The 
Times of India, too, avoided distressing images. 
Rather, it captured the mood with the picture of 
a five-year-old girl, Simran, who had lost her fa- 
ther, as its lead story with the headline, ‘Hunt- 
ing for Answers. 

International media have realised that shock- 
ing visuals of distended bodies and blood in the 
streets maybe exciting, but they also make audi- 
ences depressed, stressed and, in extreme cases, 
incite violent acts. By government fiat and con- 
sensus, US media coverage of the Iraq war has 
scrupulously avoided showing images of dead 
soldiers, body bags and coffins. In India, more 
than a dozen newspapers have faced criminal 
proceedings in the past for selective use of im- 
agery of riot victims to fan communal fires. 

Video and still photos are powerful tools in 
helping viewers understand and reflect upon a 
tragedy such as the Delhi serial blasts, but 
should not be used to evoke violent emotions. 
Predictably, television viewers and newspaper 
readers seem to agree on that. An online survey 
by a popular media site, The Hoot, revealed that 
73 per cent of respondents felt that the “media 
shows too much blood and gore in its coverage 
of terrorist acts”. 

On another front, the media has failed to go 
beyond the immediate. The Delhi blasts’ re- 
portage has devoted reams and hours of cover- 
age to the shadowy SIMI and its tech-savvy op- 
erative Abdus Subham Qureshi alias Tauqueer. 

Since October 2005, more than 400 people 
have died in blasts across half a dozen Indian 
cities. There have been many suspects, but nota 
single conviction has been made yet. The 
terrorists have chosen ‘soft’ targets in market- 
places, hospitals, sidewalks. Viewers and read- 
ers would rather want to know why our security 
agencies are unable to end this circle of vio- 
lence. What is the origin of these terror groups? 
What do they want? We have not seen a single 
story from behind the lines, reporting the mind 
and spirit of an ‘Indian Mujahideen’ 

There have been some bright sparks of re- 
porting government inaction, though. Like 
CNN-IBN’s story on how Home Minister Shiv- 
raj Patil changed his attire three times on Sun- 
day, the day after the bombers struck. 





gurbir.singh @ abp. i n 


29 SEPTEMBER 2008 34 BUSINESSWORLD 


Your potential. Our passion: 


_ Dell.com is one of the world's largest and most advanced e-commel erce 
sites. As a technology leader, Dell relies on Windows Server’ 2 008 y 
for the flexibility and reliability needed to support a mission-critical "g 
- environment where downtime is not an option. Get the full story at — 


_ worm microsoft. comyindia/windowserver200 


Vindows Server Jp 


j- F 


N 3 


al n40 million customers E up l Dell.com 


im at the door? 


© 2008 ficroso Corporation. All rights reserved. Microsoft, “Your potential. Our passion.”, Windows Server & Windows gas ith e: 
ptradema ‘of Microsoft Corporation in the United States and/or other countries. dae oy den 
£ % T a 


ENS LI. 








Good News, 
Bad Trends 


by bill emmott 


THE NATIONALISATION OF TWO HUGE MORTGAGE 
lenders, Fannie Mae and Freddie Mac, an- 
nounced over the weekend of 6-7 September, 
was a piece of unequivocally good news, a ray 
of sunshine through dark economic clouds. 
The reason why it is good news, especially for 
the US and the European economies but also 
the wider world, has little to do with the tech- 
nicalities of the government takeover, or of 
the mortgage market. The reason it is good 
news is because it suggests that the US is not 
going to copy Japan. 

Japan is the only other big industrial econ- 





banks. The good news of nationalisation of 
Fannie Mae and Freddie Mac is that this 
recognition of the size of the financial prob- 
lem and the true weakness of the housing 
market has happened only 13 months after 
the crisis began. 

For sure, this is good news that reflects bad 
trends. These two companies, which were set 
up by the government in 1938 and 1970, ré- 
spectively, but then placed with private share- 
holders, provide guarantees or direct finance 
for about half ofall America’s residential mort- 
gages, worth about $5 trillion. They are only 
allowed to finance or guarantee good quality 
mortgages, so they were not involved with the 
subprime, low-quality business where this cri- 
sis began. But the continued decline in house 
prices has raised the default rate even on good- 
quality mortgages, creating big losses for Fan- 
nie Mae and Freddie Mac, and deterring in- 
vestors from providing them with new funds. 

Without a government rescue, the supply 
of funds for the mortgage market was bound 


omy that, since 1945, has faced the bursting The state to decline, forcing prices lower and adding to 
lata sha irs n ipsi takeover of XN spiral, though onl 
sentially Puce for a tae EEN since Fannie and PRAN the injection of a lot of aalan 
ais Gotti die e oa Poa Freddie Pio, but concsivably as much as $500 bil 
~ than i per cent of world GDP, given that it is shows that lion. The rescue will, edi. add to the US 
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financial markets, it is vital for all that the US Japan's year or two as the new president will in- 
should not repeat the Japanese experience. . evitably want to provide some sort of fiscal 
mistakes 


Or, rather, that it should not repeat the 
Japanese mistakes. The first mistake was to 
be timid in cutting interest rates. The Bank of 
Japan did not cut its rates until 18 months after the Tokyo 
stockmarket crash began, and six months after property 
prices had begun to crash too. US Federal Reserve has al- 
ready shown that it has learnt that lesson by slashing interest 
rates during the autumn of 2007 and early in 2008. The sec- 
ond mistake, however, was that the Japanese finance min- 
istry and banks tried to hide the true magnitude of their 
losses and of the bad debts the banks were accumulating, in 
the beliefthat admission would cause panic and that it would 
be possible for the economy to grow its way out of trouble. In- 
stead, this prolonged and deepened the agony by spreading 
mistrust and rumours throughout the financial system. 

It was only in 1997-99, a full seven years after Japan's fi- 
nancial crisis began, that the Japanese government showed 
that it really recognised the size ofthe problem and the need 
for a solution, by nationalising three big banks and by using 
vast amounts of public money to recapitalise the other 


stimulus, and entitlement programmes such 
as Social Security and the Medicare and 
Medicaid health schemes are virtually guar- 
anteed to cost a lot more as the US population ages in coming 
years. Moreover, there may be further bank rescues to come. 

So, this good news does not mean that the bad news is over. 
The US could still sink into a recession. More financial insti- 
tutions will get into trouble as the economy slows and default 
rates rise; already, the heavyweights of Wall Street are finding 
it devilishly hard to raise new capital. But the nationalisation 
does mean that the US government is acknowledging the 
true state of the financial system and is willing to act, deci- 
sively, when necessary to prevent difficult times turning into 
disastrous ones. It can, thus, be expected to intervene again, 
even at the cost of further huge sums of public money. That is 
extremely reassuring — at least for those of us who do not 
have to pay American taxes. 





The author is a former Editor of The Economist. 
policyworld.bw(a) gmail.com 
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by Feroz Ahmed 


Even after PepsiCo's 
health makeover, half of its 
revenues will come from 
colas and fun Snacks 


N 22 September, PepsiCo’s top 
managers from all over the 
world, including Chairman and 
CEO Indra Krishnamurthy 
Nooyi, will gather in Delhi for 
the company’s annual summit, 
its first in India. Foremost on 
their agenda would be accelerating the trans- 
formation of the $39.47-billion junk food and 
beverages behemoth into an angel of wellness, 
environmental sustainability and talent nurtur- 
ing. The world’s largest snacks company (2007 
revenues: more than $20 billion) and second 

largest beverages company (2007 revenues: 
slightly under $18 billion) wants to be ac- 
knowledged for its goodness — “Good in the 

commercial sense and also good in the 

moral sense,’ says Nooyi (see ‘We're trans- 

forming..., page 44). 

Organisations such as Pepsi have for 
decades sold a concoction of sugar, water 
and flavour, backed by massive advertising 

budgets, to create aspirational products packed 
in energy-guzzling bottling and canning facili- 
ties that people bought at several times their 
cost price. But now, the wheel has come full 
circle. Pressure from anti-obesity and pro- 
environment campaigners on one hand, and a 
growing shift in consumer preference towards 
healthier products on the other is forcing 
companies such as Pepsi and Coca-Cola to rede- 
fine their business. 

PepsiCo has set itself some unusual targets. It 
wants to raise the share of health-friendly and 
nutritious products in its portfolio to at least 50 
per cent from the present 30 per cent. On the 
environment side, by 2015, it will cut its water 
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taste-centric snacks 
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The classification shows PepsiCo's shift towards healthier products 


and electricity consumption per unit of produc- 
tion by 20 per cent each, and fuel consumption 
by 25 per cent globally. And by 2009, it will di- 
rectly and indirectly save and replenish enough 
water to become a zero net user of water in In- 
dia. It also aspires to become an employer that 
offers a life to its people and not just jobs. 

"The question we have to ask ourselves is not 
the price to be good, but the cost of not being 
good," says Nooyi, who sees great potential for 
profit and growth in being good. Being good is 
not only in keeping with the changing consumer 
preferences in PepsiCo's main market, the US, 
but also desirable to be welcome to do business 
and acquire companies in other countries. 

But it is hard for a leopard to change its spots. 
Nooyi isn't giving up on carbonated beverages. 
She is still planning to bring back oomph into 
colas. In the US, which accounts for nearly half 
the global revenues of PepsiCo, the carbonated 
soft drinks (CSDs) category has been shrinking 
since 2005 — after a 0.2 per cent decline that 
year, the category decline accelerated to 3.2 per 
cent in 2007, according to Beverage Digest, an 
American industry journal. In India, too, there 
is growing aversion to colas and other carbon- 
ated drinks in the urban areas. In future, de- 
mand from smaller towns will be the prime 
driver oftheir growth. In fact, the rate of growth 
of CSDs is barely in double digits, whereas the 


juices and juice-based products are growing at 


about 40 per cent. 

The reluctance to let go of the taste-centric 
foods and beverages, which the company eu- 
phemistically calls ‘fun-for-you’ products, is sur- 
prising also because of the risks of expensive 
lawsuits from obesity-affected consumers. Obe- 
sity has been acknowledged by the US govern- 





ment as similar to smoking in caus- 

ing deadly diseases, and junk foods and bever- 
ages have been the acknowledged source of obe- 
sity. Because of this forked philosophy of the 
company, it is making a lot of people suspicious 
of the genuineness of its goodness gambit. 


Says Delhi-based nutritionist Shikha 
Sharma, “Often big companies approach health 
primarily from a marketing perspective — they 
first decide the advertising line, say ‘zero choles- 
terol’, and then go about making a product that 
can be advertised as a zero-cholesterol product.” 

However, it is hard to let historical assets go 
for the sake of a promising — but still uncertain 
— future. Of PepsiCos 18 billion-dollar brands 
(see ‘PepsiCo’s Billionaire Brands By Retail 
Value, on page 41), in terms of retail sales value, 
the top three brands are all carbonated soft 
drinks — Pepsi, Mountain Dew and Diet Pepsi 
— while only three are healthy food and bever- 
age brands — Tropicana, Quaker and Aquafina. 

Still, PepsiCo has to take note of the over- 
whelming consumer shift towards healthy con- 
sumption and the impact of activism. *World- 
wide, there is indeed a realisation of health 
effects of a lifestyle fuelled by junk food, includ- 
ing carbonated beverages, and this awareness is 
only going to grow exponentially with access to 
viral media such as the Web,” says Cherukari 
Ravishankar, manager (strategic and commer- 
cial intelligence) for transaction services at 
business consultancy major KPMG. 

PepsiCo has begun preparing itself for such a 
situation. In products where it is likely to face 
consumers ire in the future, it has begun reduc- 
ing and removing ingredients that are consid- 
ered harmful if consumed in large quantities. At 
the same time, it is adding healthy and nutri- 
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tious products to its portfolio. 

In a way, Nooyi is taking for- 
ward the reinvention of PepsiCo 
started by her predecessors and 
mentors Roger Enrico and Steve 
Reinemund. It was Enrico who 
had his strategy chief Nooyi get 
rid of the fast food chains of Pizza 
Hut, KFC and Taco Bell, and 
acquire Tropicana, Gatorade and 
Quaker in the late 1990s. It was 
under Reinemund, who took over 
from Enrico in 2001, that 


taking out the heart-hurting 
transfats from its snacks and re- 
stricting its marketing to children 
and distribution in schools. 

Nooyi has expanded her inherited agenda by 
giving it a cognisable label of ‘performance with 
purpose, and making it part of PepsiCo’s busi- 
ness objectives for all its units around the world. 
“Performance with purpose has energised the 
company, she says. 


India has become Pepsi's laboratory for some of 


its goodness pilots. Partly because Nooyi grew 
up in Chennai, filling buckets with water during 
the brief pre-dawn water supply; and partly be- 
cause no other country has dented PepsiCo's 
image as India, where an estimated 90 per cent 
of its revenues still come from traditional prod- 
ucts such as carbonated drinks and fun snacks. 

In India, the company has faced accusations 
of high quantities of pesticides in its beverages, 
which caused the carbonated beverages sales to 
decline between 2003 and 2006. It has also 
been accused of depleting the groundwater 
table at its bottling plant in Palakkad district in 
Kerala, where court intervention helped it con- 
tinue business, whereas Coca-Cola's 
plant some distance away had to be 
closed down for similar reasons. 

In response, PepsiCo India is 
pressing ahead with its water conser- 
vation efforts. While Nooyi has set 
the target of reducing consumption 
of water by PepsiCo globally by 
20 per cent by 2015, the com- 
pany plans to go water-neutral 
by the end of 2009 in India — it 
is half-way there so far. It is do- 
ing so partly by reusing and recy- 
cling water, and partly by meas- 
ures such as rainwater harvesting 
and encouraging Indian farmers 
to grow water-saving paddy and 
kinu crops. 


PepsiCo started the process of 


§ corporate 


The operations chief of PepsiCo India, Execu- 
tive Director Pradeep Sardana, claims that 
across the 16 company-owned bottling plants, 
the average water consumption has come down 
to 2.2 litres per litre of beverage from about 
6 litres in 2005. The water consumption at the 
22 franchisee-owned bottling plants has also 
come down to 2.6 litres from over 6 litres in the 
same period, he says. However, six-seven of its 
plants will not be water-neutral because they 
lack the area to harvest enough rain. 

PepsiCo India is also turning to biomass fuel 
to replace furnace oil to fire its boilers at bot- 
tling plants. It is also the only one in the Pep- 
siCo universe to have installed a wind turbine. 
By 2011, it aims to meet a quarter of its energy 
needs from non-oil sources compared to 14 per 
cent today, says Sardana. 

On the healthier food and beverages front, 
the company has introduced new products, 
some of them unique to India, and reformu- 
lated some of the old ones. Also, PepsiCo India 
has changed its cooking oil from palmoline to 
rice bran oil to reduce saturated fats by 40 per 
cent. Helpfully, rice bran oil is slightly cheaper 
too. “So far, only we have made such a switch,’ 
claims Gautam Mukkavilli, managing director 
of FritoLay, the food division of PepsiCo India. 

However, according to nutritionist Sharma, 
changing to a better cooking oil is only a mar- 
ginal improvement from the nutrition point of 
view. The real devil for her is in the loss of nutri- 
tion during processing. 

PepsiCo has been mindful of such concerns, 
especially with regard to snacks targeted at chil- 
dren, according to Deepika War- 

rier, marketing director of Frito- 

Lay India. The cheese-flavoured 
snacks brand Cheetos has been 
reformulated to reduce fat, and 
new variants introduced 
with whole grains and 
vegetables. However, it 
is early days for health- 
oriented snacks in In- 
dia and taste is still 

















king in a market where ITC's Bingo is beginning 
to give Frito a run for its money. 

In another intervention, PepsiCo has started 
pushing its breakfast cereal Quaker Oats, which 
is known to help reduce cholesterol. The brand 
has been given an Indian makeover by adding 
flavours such as kesar and strawberry to other- 
wise tasteless oats. 

On the beverages side, PepsiCo India is ex- 
panding the portfolio of its juice brand Tropi- 
cana by offering pure juices as well as juice 
drinks — juice, sugar syrup and water. Accord- 
ing to Ravi Wadhwa, a Tropicana distributor, 
though the company’s pure juices still sell the 
most, the sales of its sweetened juice drinks is 
growing faster as Indian consumers prefer 
sweeter beverages. 

According to Anand Shah, FMCG analyst 
with Angel Broking, the healthier foods and 
beverages fetch 20-30 per cent premium, and 
that has all FMCG companies interested. For 
example, Coca-Cola introduced Minute Maid 
orange juice drink in 2007, and recently Hin- 
dustan Unilever has introduced Amaze malted 
food for children. 


For global expansion, Nooyi has adopted an un- 
American strategy. Instead of taking the 'great 
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American products and brands' to 
the rest ofthe world, she is adding lo- 
cal health products and brands in 
many strategic markets. 

On the foods side, PepsiCo has ac- 
quired a slew of healthy food compa- 
nies abroad over the past two years 
— Pepelopa in Bulgaria, Duyvis Nuts 
in Netherlands, Star Foods in 
Poland, Blue Bird Foods in New 
Zealand and Comercio de Doces 
Lucky in Brazil. 

In beverages, it has acquired Russ- 
ian juice company Lebedyansky; a 
British fortified water company, V 
Water; and Ukraine’s largest juice 
maker, Sandora. In the US, it has acquired juice 
brand Naked Juice, and a carbonated juice 
drinks startup, Izze Beverages. 


Arch rival The Coca-Cola Company is also onto 
the health bandwagon. It already has the 
world's largest selling juice brand, Minute 
Maid. Earlier this month, it bid $2.5 billion for 
China's pure juice company, Huiyuan. Though 
juices and juice drinks, unlike colas, are not 
overly dependent on secret recipes, it will be 
hard to avert a marketing war in the juices 
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MUTUAL BENEFIT: 
PepsiCo India is 
helping farmers shift 
from water-intensive 
paddy and wheat to less 
water-dependent 

crops 





Performance With Purpose 


TALENT 
SUSTAINABILITY 


ENVIRONMENT 
SUSTAINABILITY 


By 2015, reduce Make PepsiCo a 
consumption of water place for people 
and electricity per to make a life, 
unit of production by and not just a 
20 per cent each, living 

and fuel consumption 

by 25 per cent 


PepsiCo Chairman Indra Nooyi has made the 
‘performance with purpose’ agenda part of the 
company’s business objectives for all its units 
around the world 


arena as the stakes get bigger. 

In India, too, there is a possibil- 
ity of a second round of acquisi- 
tion battle between the two rivals 
over juice brands. In 1993, Coca- 
Cola pipped PepsiCo to pocket the 
Parle group’s carbonated bever- 
ages brands, including Thums Up 
and Limca. Now, as the juices 
market shows promise — it is 
growing at 40 per cent for two 
years albeit its size is still small at less than 
Rs 400 crore compared to about Rs 6,000 crore 
for carbonated drinks — the two could lock 
horns for Parle Agro’s Frooti and Appy, and 
Dabur India’s Real and Active. Amit Burman, 
director of Dabur India, says the market is too 
nascent for any acquisition as of now. Still, it is a 
space to watch for deals. 


REUTERS 


Designing Goodness 
Gut health is very high on Nooyi's agenda. She is 
a vegetarian. She has specifically created the po- 
sition of chief scientific officer, and personally 
head-hunted Pakistani-American endocrinolo- 
gist Dr Mahmood Khan, who was head of global 
research at Japanese pharma company Takeda 
Pharmaceuticals. She wants Khan to design 
products to cater to diverse global consumers of 
PepsiCo at a local level without sacrificing 
taste, without which not many will buy PepsiCo 
products. “Different people need different kinds 
of nutrition; he says, pointing out that half the 
Indian children have stunted growth for lack of 
nutrition, while many overnourished Ameri- 
cans are iron-deficient. 

Then there is also the task of creating previ- 


tF) Dolu) w as Corporate 


ously unimagined products. Already. Khan and 
histeam have created a beverage that helps heal 
muscular injuries. So far, they have only one 
client for it: ace golfer Tiger Woods, who is recu- 
perating from a torn knee ligament. “It is not a 
drug, it is a beverage that helps in muscular me- 
tabolism to accelerate recovery,’ says Khan. 


The Nursery Of Talent 

The third part of PepsiCo’s goodwill hunting 
play is nurturing talent and providing a healthy 
work environment. “The whole issue of talent 
sustainability is: how do we make sure that peo- 
ple who come to work at PepsiCo come here not 
just to make a living but to have a life,” says 
Nooyi. So, making rain on the business side is 
no longer enough for a PepsiCo manager to win 
a halo if in the process he or she wrecked the 
team members. 

Still, fundamentally PepsiCo continues to 
nurse the number-two mentality of proving it- 
self. That, according to Sanjeev Chadha, chief 
executive of PepsiCo India, Beverages, is a cre- 
ator of go-getting managers at the company. To- 
day, he points out, many PepsiCo India alumni 
are country heads and functional heads in other 
countries, and in India, 27 of its alumni are 
CEOs at other companies. 

“Many of our business heads keep looking for 
people who have had experience in India to 
come and run other countries, and be functional 
heads,” says Nooyi. She attributes it to the Indi- 
ans’ proficiency in English, which allows them to 
fit in any crowd in the world, and their adapt- 
ability to any conditions having succeeding in a 
resource-constrained country like India. 


The High Road From Delhi 

Given that, and high hopes from the Indian 
market — where branded foods still form only 
40 per cent of the market and branded bever- 
ages form less than 1 per cent of the total liquid 
consumption — it is only apt that the PepsiCo 
bigwigs meet in Delhi. 

For Nooyi, this would be another opportunity 
to consolidate her planned legacy. “Whenever I 
leave PepsiCo, whenever that is, looking back I 
want people to say that in the first part of the 
21st century, if you look at the defining corpora- 
tions of the world, PepsiCo was one of them be- 
cause PepsiCo was a good company, she says. 

If Nooyi succeeds in altering the DNA of one 
of the world’s best known corporations, she 
would have triggered a wave of going healthy 
and green. And that would be a major service to 
a world struggling with environmental degra- 
dation and health issues. 





feroz.ahmed @ abp.in 


29 SEPTEMBER 2008 42 BUSINESSWORLD 


(Ieguuəu2) 9009100986 - ueDnuni [My :(9J0]JeEDUEH) BSOBSESVB6 - MPEYA pon» 


'(peqe1əpKH) 98£78£6v86 - epuoxippew usafey “(əund) 91 L886SZ66 - ƏApuoug INYeY ‘(lequinW) L L9£ Z90686 - UOUƏNW YsHes “(14/9G) ZZZ01/81986 ` efnuy 110g 35eluo2 sile1əp 104 








(4 xoJox 


*səuqunoo SANO 40 / PUD SMS parum AN ui NOLIVSOdHOO XOUIX JO s3JDuJapnn BO 0998 JesDUud "y 8Z£ / / CEZ£ / SS9/ 9109 )9OM PUD ubisop Ayampauuoo jo asayds aui gx OU3X parasa sjubu gv "NOLIVIIOdNOO XOUIX 80070 
uJ0'X049X)10]02 POS pul 3D |!Duu-3 10 9S7ES 03 10]02 xo1əX, SWS 
‘000 ZL 06€ 10 SZZL OBL 008L NPD 'xoJeX xsv 





Dipui/ulo»xoJox 
pəlqpuə xJOMjeN 'ə)mopəj Xejdng pp samoa; K3umoas paouDApV Mecos idpo09 X009 A-t iIdpoQs x o0vc EET 
widdoe :Avga / 11010) Lx uxddgz :Avgg / wddgz uno © widdz¢ w88 / wddo. novo LÀ widdc¢s :Megg / uddgs anoop wi 
(¿su © Wyd 1nojo5)A60jouupa YUL-PHOS =, * x04 / UODS / Wd / Á — x04/U09$/3uug/Kdo)  ———— XD. / UODS / Wiig / AOD —. 
0998 Jəspud XOX Lg i BZEL PVA DPOM XOJOX f i CECL 9909 YOM XOJ9X Ç 669/ 33)U23 POM XO19X | xh 
oe ad o i o | ° ^ 


*asuas ssauisnq səypuu 3] `!no]o2 xoJex 063702 1n0JO2 £V u! JƏppə| BY} 95004» PUD SAO 1ubu əy} ayoy "Aynonpoud pup syyoud u! 
aspaDul u1IM Ja66ig 395 1sní Mou up» sseuisnq NOK *uinipaui JO pows ‘OS am sp sjueure1mbai sseutsnq »ymads noA yns puo nojo? 1uBii aui noÁ ən 
sg4W pup sio1uud jo abun apim SY ‘A0670 inojo2 u! 1səq BY} ‘SALES 99UJO-ul-Ino|OD AƏU əƏu1 noA sBuiiq xoJax SD sJnojoo YM UIM 





SUOS Ə21JJO-ul-Ino]OD 
Dupnponqul 


O- 





Were transforming... 


v a A, ? a 
= infira IM emm 
indi d INDOV] 

P 


CHENNAI-BORN INDRA KRISHNAMURTHY NOOYI, 
53, is one of the most powerful women in the 
world. As chairman and CEO of the world's 
largest branded foods and second-largest 
beverages company, she determines what 
millions eat for snacks and breakfast, and 
drink for fun, fitness and health. She is now 
out to show that a big multinational can have 
a soul while maximising profits. Nooyi spoke 
with BW’s Feroz Ahmed over phone from her 
Purchase, New York, office about her good- 
ness agenda, the importance of India to 
PepsiCo, and making money in times of infla- 
tion and economic slowdown. Excerpts: 

> IS a price to 


| - e è . | ^ “y+ 
Deine good. What 


s kind of price are you willing to pay? 
„ That is a tricky question. The question 
= we have to ask ourselves is not the price 
to be good but to look at the cost of not being 
good. If you look at the cost of not 
being good, the price of being 
good, whatever it is — human 
cost, dollar cost — is 
minuscule. To be good is to 
preserve a reputation. An 
example of being good is 
environmental sustain- 
ability. You think of that as a 
green programme, but how 
we think of it is how we could 
do better by doing good 
because we are saving a lot of 
money through environmental 
sustainability. 
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A a [tis not a full shift. It is a balance 
= between treat-for-you and good-for-you 
products because there is a place for each of 
these in our diets. We have bought a lot of nuts 
companies globally, we bought rice cake 
companies in Australia, and we moved from 
oils that had transfats to transfat-free oil. We 
are trying to source oils that are heart-healthy. 
Overall, we are transforming the portfolio 
every which way to give customers a really 
good choice... We are working to see how we 
can reduce fats, salt and calories on the treat 
products and, at the same time, provide an 
incredible array of good-for-you products. 
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A: Performance with purpose has energised 
= the company. It has tapped into the 
emotions of people. The human sustainability, 
the whole issue of transforming the portfolio: 
this journey we started six-seven years ago is 
picking up steam, and we are shifting the 
portfolio to a nice combination of treat-for- 
you to good-for-you products. 

In the area of environmental sustainability, 
our goal is that by 2015, globally, we want to 
reduce water consumption per unit of 
production by 20 per cent, electricity by 20 
per cent and fuel by 25 per cent. The goal is to 
reduce, reuse and recycle. I am proud to say 
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Fast Facts 
Born 

October 1955, 
Chennai, India 


Education 

BSc., Madras 
Christian College. 
MBA, IIM Calcutta. 
Masters in public 
and private 
management, Yale 
University 


Career 

Chairman and CEO 
of PepsiCo since 
May 2007. 


Joined Pepsi in 
1994 as senior-vice 
president, Strategic 

Planning and 
Development 


Has worked with 
Asea Brown Boveri, 
Motorola, Boston 
Consulting Group 
and Johnson & 
Johnson 


First job at Mettur 
Beardsell, a textile 
company, in 1976 


Hobbies 
Plays the electric 
guitar 


that at this point, relative to where we want to 
be, we are ahead of the original plan. The last 
part, the whole issue of talent sustainability — 
how do we make sure that people who come to 
work at PepsiCo are here not just to make a 
living, but to have a life — has unleashed the 
creativity of people. And they have come up 
with interesting new programmes to make 
PepsiCo a much more fun place to be. 


a One issue that remains on the 

= environment front after you take care of 
water and energy conservation is packaging 
trash. How do you plan to address that? 

a First of all, our bottles use up to about 

= 25 per cent recycled PET (polyethylene 
terephthalate). Second, in a country like India, 
the way bottles are recycled is pretty extra- 
ordinary. In our case, we incorporate recycled 
PET to make bottles again. In addition, we are 
doing a whole bunch to reduce the weight of 
the bottle. For example, in our Aquafina 
bottles, we have trimmed the plastic signifi- 
cantly. In all of our packaging, every year we 
look to trim the amount of PET in packaging. 


a Despite global inflation and slowdown 
Q: in the US market, PepsiCo has 
maintained double-digit revenues and 
operating profit growth in the previous 
quarter. How have you done it? ` 
A » The overall business environment is a 

a difficult one. There is inflation. The US 
market has slowed a bit... The wonderful thing 
about PepsiCo is that we have a great diversity 
in portfolio, both in terms of product and 
geography. From product diversity perspective, 
we have products from simple-treats to 
healthy-eats at very affordable prices. 
Geographical diversity has helped us because 
when one market is down, others pick up. 

In addition, we have a terrific innovation 
pipeline and, even in a slow market, we keep 
on generating news, which keeps excitement 
in our categories. Lastly, I’ll be remiss if I did 
not add that PepsiCo has got extraordinary 
people. It is people who make a company hum 
even when the economy is down. 


a How has PepsiCo's performance in India 
Q a been so far this year? 

a India is clearly a star in our portfolio. It 

= is a big bet market for us. The 
demographics are very favourable. The 
investment climate is becoming very 
attractive. We are committed in a significant 
way to India. The performance of Indian 
business in the first half of this year, both on 
the beverage and snacks sides, has been 


among the highest in our overall portfolios. 
India, in both beverages and snacks, is 
among our Top 10 markets. If you look at our 
international markets, India is among the 
Top 5. What we should not forget is that India 
is based on rupees. If you look at purchase 
power parity, I say, India would be much more 
prominent in all the numbers. What makes us 
very bullish about India is three things: one, 
the demographics — India is a young country; 
two, the continued 8-10 per cent growth of the 
economy; and three, India has an extra- 
ordinary reservoir of talent. We can use Indian 
talent to help grow many of our other markets. 


a You have many country heads and 
Q = functional heads around the world in 
PepsiCo who are from India. What kind of 
talent pipeline are you looking at now? 
A „ Many of our business heads keep 

= looking for people who have had 
experience in India to come and run other 
countries and be functional heads. They can 
function in any economy because they made it 
in India where there are many challenges from 
the infrastructure point of view. And one of the 
things they learn in India is to get by without 
much, and do things the low-cost way. 


a You have also rejigged the organisation 

a a little, and created new positions such 
as chief scientific officer... 
A a You look at the marketplace, the need of 

s the business environment, and adapt to 
the new conditions. While we had very good 
R&D people in all our divisions, I felt the need 
to have somebody who came in from a very 
different perspective to coordinate our R&D 
activity and give it a little extra oomph. So, I 
brought in Dr Mahmood Khan from the 
pharmaceutical industry. The job of the CEO 
is to constantly look at how to alter the struc- 
ture to cater to changes in the marketplace, or 
to cater to management development without 
disrupting the organisation. That is the biggest 
balancing act that I have to do. 


a] Though it is early in your stint as 
Q = chairman of PepsiCo, what do you want 
your legacy to be whenever you leave? 
A a | think about this often. Whenever I 

= leave PepsiCo, looking back I want 
people to say that in the first part of the 21st 
century, if you look at the defining 
corporations of the world, PepsiCo was one of 
them because PepsiCo was a good company — 
good in the commercial as well as in the moral 
sense. And PepsiCo set the standard for what a 
good corporation should be. 
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India's 
drug-safety 
programme 

may be 
close to its 
expiry date 


FALSE START: The 
NPP was launched with 
much fanfare in 
November 2004 by 
Health Minister 
Anbumani Ramadoss 
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by Gauri Kamath 


LAST YEAR, ANUSHA, 30, TOOK A NEW WEIGHT-LOSS 
drug for seven months to combat her obesity. 
Although it helped her shed between 5 kg and 
8 kg, she claims, there were side effects. “I re- 
member being irritable, and facing mood 
swings at that time,” says the Bangalore-based 
dentist who requested that her name be 
changed for this story. “I was bothered by things 
that wouldn’t have bothered me before” 

What Anusha probably did not know then 
was that the US, the world’s largest pharmaceu- 
tical market, would withhold marketing ap- 
proval for rimonabant, the medicine she was 
using. “We remain concerned about rimona- 
bant's adverse event profile, specifically adverse 
psychiatric reactions,” the US Food & Drug Ad- 
ministration (FDA) said in June 2007 while re- 
questing French pharmaceutical firm Sanofi- 
Aventis for more information before it could 
approve the drug. In other countries, including 
in Europe, Sanofi-Aventis has convinced regu- 
lators that the drug’s benefits outweigh the 
risks, which include suicidal thoughts and de- 
pression, and continues to market the drug. 

In India, it is not Sanofi-Aventis but a clutch 
of generics firms such as Torrent Pharmaceuti- 
cals and Zydus Cadila that re- 
verse-engineer rimonabant repli- 
cas, sanctioned under India’s 
patent laws for drugs discovered 
and patented anywhere before a 
cut-off year. The Drugs Controller 
General of India (DCGI) approves 
these copies of western medicines 
on the basis of short safety and ef- 
ficacy trials — and often without 
them — to allow patients access to 
the latest medicines. 

But India has yet to put in place 
a workable system to keep track 
of the side effects of drugs once 
they reach the market. This is im- 
portant for all medicines, but vi- 
tal in cases such as rimonabant, 
which are new, and whose serious 
side effects have split western 
regulators over their safety. 
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“It is essential that new and medically still- 
evolving treatments are monitored for their ef- 
fectiveness and safety under real-life conditions 
post release,’ says a 2004 World Health Organi- 
zation (WHO) policy document. “Experience has 
shown that many adverse effects, interactions 
(that is with foods or other medicines) and risk 
factors come to light only during the years after 
the release of a medicine.” 

This is an international practice and has a 
name — pharmacovigilance. Given that India is 
the world’s fourth largest pill popper by volume, 
don't we need such a system? 


Suddenly Orphaned? 

We have one, but it is close to becoming moribund 
because of lack of funding. In June this year, 
World Bank funding for the National Pharma- 
covigilance Programme (NPP) ended. Since then, 
31 medical institutions have been awaiting word 
from the Ministry of Health on the future course 
of this four-year-old drug safety programme. 

The NPP was launched with great fanfare in 
November 2004 by Union Health Minister An- 
bumani Ramadoss. It designated mostly gov- 
ernment-run hospitals, and some private phar- 
macies and pharmacy councils across the 
country, to collect and transmit information on 
the side effects of commonly used medicines to 
the DCGI. This information was then to be re- 
viewed by the National Pharmacovigilance Ad- 
visory Committee, or NPAC, a group of experts 
set up under the NPP. The NPAC, currently 
chaired by India’s Director-General of Health 
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Services R.K. Srivastava and whose member 
secretary is DCGI Surinder Singh, also has the 
authority to suggest that specific drugs, such as 
rimonabant, be tracked closely. 

The NPP got off to a decent start. When BW 
first wrote about it in 2005, medical profession- 
als in these centres seemed enthused and ready 
to give it their best shot (see ‘Safe Chemistry, 
BW, 4 April 2005). And many did. Doctors who 
' are part of this programme say that some 
10,000 adverse events (side effects suspected to 
be associated with a drug) have been reported 
to All India Institute of Medical Sciences (AI- 
IMS) in New Delhi and Mumbai's KEM Hospi- 
tal, the two nodal centres responsible for 
analysing this data, and then forwarding it to 
the DCGI’s office, the central repository. 

Indeed, pharmacology departments in the des- 
ignated hospitals worked on shoestring budgets 
to create awareness about pharmacovigilance. At 
Nagpur's Indira Gandhi Government Medical 
College and Hospital, the staff published papers, 
organised medical education programmes, and 
involved paramedical personnel such as nurses to 
collect information. “I think the culture of report- 
ing side effects has now been created in our insti- 
tution," says Meena Shrivastava, head ofthe de- 
partment of pharmacology. "Today doctors (in the 
hospital) are calling us with information.” 

But now that the NPP's funding has ended, 
no one has a clue about what happens next. "We 
are trying to find out if the ministry intends to 
continue this programme,” says Y.K. Gupta, 
head of the department of pharmacology at AI- 


IMS, charged with the task of assimilating and 
analysing reports from other hospitals. “Tt 
would be nice ifthey did” he adds, claiming that 
the NPP is at the point of “take-off”. 


But the process has been plagued by bureau- 
cratic inertia. One, even when funding was avail- 
able, it would not be released on time, allege 
some hospitals. The government would release 
the money at the end of the year rather than in 
the beginning, and personnel associated with 
the project would leave for greener pastures in 
the middle, say doctors. 

Two, there were no common standards. Partici- 
pants used their own different formulas to analyse 
the link between side effects and the medicine, 
compounded by the lack of coordination and com- 
munication between the ministry (through the of- 
fice of the DCGI) and the participants. Three, for a 
while it seemed as if the DCGI did not have the 
staff to review the reams of data generated by 
these centres. “There is no doubt that lots of data 
has been generated; says Urmila Thatte, head of 
the department of clinical pharmacology at 
Mumbai's BYL Nair Hospital, a designated cen- 
tre. “But it appears to be going into a black hole.” 

There is a solution, however. The WHO’s 
drug monitoring centre in Uppsala in Sweden 
has offered these centres limited access to its 
global database. They can enter information 
and view what their counterparts elsewhere in 
the country have submitted. And this is free — 
charges apply only for more detailed access. “It 
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IN A FIX: Delhi's AIIMS 
and Mumbai's KEM 
Hospital are two nodal 
centres responsible 

for analysing data 

under NPP 
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will also give Indian centres some satisfaction 
(of being able to see their contribution to an in- 
ternational database)” says one WHO official 
who did not want to be identified. But this pro- 
posal is yet to be cleared by India's health min- 
istry. In the meantime, India has even stopped 
reporting drug side effects to the WHO. Accord- 
ing to a newspaper report in late July, India has 
not reported a single instance of side effects to 
the WHO database between 2005 and 2007. 

The NPAC rarely meets (the DCGI's office has 
to call for a meeting). When it does, it is provided 
with little information, and intent is not always 
matched with action. A member of the NPAC, 
who did not wish to be identified, says that just 
before former DCGI M. Venkateswarulu retired 
in January, a meeting was held in which it was 
suggested that the weight-loss drug rimonabant 
specifically be tracked for side effects. BW could 
not ascertain what, if anything, happened there- 
after. Companies marketing rimonabant did not 
respond to BW's queries. 

With funding now cut off, there is little reason for 
centres to carry on with laborious paperwork. *Un- 
less you are really interested, there is no motiva- 
tion,” says a doctor who is now attempting to juggle 
routine with NPP work after the last pharmacolo- 
gist hired for the purpose by the hospital left. 

DCGI Surinder Singh’s response is to ask for 
patience. "The government intends to continue 
funding; there is no lack of money; he says. “In 
the next six-eight months, we will have a good 
pharmacovigilance programme.” The DCGI's 
office has added drug inspectors and other tech- 
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nical staff to take on the increased burden of 
regulatory work, he says. The Ministry ol 
Health’s Joint Secretary Devashis Panda did not 
respond to BW’s faxed questionnaire. 


With Miles To Go 

Even if funding issues are belatedly sorted out, 
there is still much ground to be covered under 
the NPP. For one, most ofthe designated centres 
are currently government-run and do not pre- 
scribe new, expensive drugs. And it is the newer 
drugs that are a greater cause for worry. “If it is 
statistically rare, then a side effect may get 
thrown up, not in trials, but only after marketing 
(when it has been taken by a much wider and dis- 
parate audience)” says Dhananjay Bakhle, senior 
vice-president and general manager for India at 
Mumbai’s Reliance Clinical Research Services. 

What about the makers? By law, every dru 
company is expected to perform what are known 
as periodic safety update reports, or PSURs, for 
a new drug. These PSURs are to be prepared by 
asking doctors to fill in side effect reporting 
forms (available on DCGI’s website) and are to 
be submitted every six months for the first two 
years, and annually for the next two. 

"Good pharmacovigilance keeps track of a 
drug for at least 15 years,” says a Bangalore-based 
industry executive, speaking under condition of 
anonymity. He has worked for two reputed drug 
companies that did not always do this. One cir- 
culated forms to doctors but did little with the 
collected information, and the other did not 
even circulate forms until explicitly requested. 

The NPAC is yet to review any of these 
PSURSs, says one of its members, who did not 
wish to be named. Even if it did, “The truthful- 
ness of these reports cannot be verified,” says 
Vasantha Muthuswamy, former senior deputy 
director-general at New Delhi's Indian Council 
of Medical Research. *Unless there is a parallel 
pharmacovigilance system (unrelated to the 
companies) that picks up side effects, how do 
we know how good these reports are?" 

According to its website, in 2007, DCGI cleared 
187 new drug applications, but how many of them 
were being marketed in India for the first time is 
not clear. Gupta of AIIMS says that for the NPP 
to succeed, industry and private hospitals — the 
fast-growing corporate ones included — need to 
be more involved, because a drug such as rimon- 
abant (Rs 8 per pill) is more likely to be pre- 
scribed by them than at government hospitals. 
“Funding alone is not enough,” he says. 

What the NPP needs to succeed is some good 
old-fashioned political and bureaucratic will. Is 
that asking for too much? 
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— LUGD enersy 
No Guiding 
Light 


by Kandula Subramaniam 


AS INDIA GEARS UP FOR GENERAL ELECTIONS, 
Acute fuel political parties will find it hard to explain to 
S h 0 rta ge S their voters a phenomenon that is set to unfold. 
There seems to be no solution to the acute 
h ave shortage of fuels that threatens to cripple power 
generation in the country. 
C ri p p | e d India has an installed capacity of slightly over 
145 gigawatt (GW). Of this, over half, or 77 GW, 
D ower is in thermal coal projects and another 159 GW 
in gas/liquid fuel power projects. While nuclear 
p la nts power capacity adds up to 41 GW, the balance is 
in the form of hydro and other renewable 
energy projects. 
At one level, the government promises to add 
over 780 GW of fresh capacity during the cur- 
rent Eleventh Plan, but even the existing assets 
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are being underutilised due to fuel shortage. 
The nuclear fuel shortage has forced the 


Nuclear Power Corporation to slash production * 


to half of plant capacity. And a coal and 
gas shortage threatens to aggravate this by 
delivering substantially less than the 145 GW 
installed capacity. 

According to data from the Central Electric- 
ity Authority, peak demand has increased from 
879 GW in 2004-05 to 106.9 GW during April- 
August 2008. During the same period, the peak 
deficit has increased from (-)11.7 per cent to 
(-)14.6 per cent. BWhad earlier highlighted (see 
Running Low On Coal’, BW, 1 September 
2008) how thermal power plants are running 
low on coal stocks. 

In July, of the 38 coal-based power plants 
reviewed by BW, 27 had coal stocks far lower 
than the contracted amount. This month, of 
the 77 coal-based plants, the number of plants 
with less than a week's stock of coal stood at 
48, and those with less than four days' stock - 
dubbed as critical - stood at 25. 


Taking Stock 

Ironically, the coal distribution policy of 2007 
not only assures the power sector 100 per cent 
linkages, but also stipulates a legally binding 
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Leading frame by frame 


CDI — South Asia's No.1 Film Animation Company — Redefining Entertainment 


At CDI quality lies in the standards we set for ourselves. We think change is an adventure and are prepared 
for the future. CDI, the largest animation film outsourcing company in South Asia is presently working 
on prestigious international assignments worth US$ 65.80 million. With a phenomenal growth of over 


493% in just 5 years, CDlis fast emerging as Asia's undisputed leader in the animation film industry. 


GAMING ANIMATION MOVIES 


Compact Disc India Ltd. 


SCO 856. NAC, Manimajra, Chandigarh - 160 101, India 
Tel +91 172 2734331 / 5076870, Fax +91 172 2733014 


E-mail : info@compactdisc.co.in Website : www.compaciaisc.co.In 


SINGAPORE MALAYSIA INDIA UNITED KINGDOM 
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Burning Issues 
More than 123 power plants in India 
are running low on fuel 


Actual stock/ 
Normative level*’ 


1 day/15 days 


Capacity 


(MW) 
3,260 









3,000 Ü days/15 days 

handrapur (Maharashtra) — 2,340 4 days/20 days 
Raichur (Karnataka) — — 1,470 4 days/30 days 
Panipat (Haryana) — 1,360 3 days/25 days 
All-India average NA 6 days/22 days 





Capacity 
(MW) 


2,220 


Gas requirement/ 
Average supply# 


10.66/2.04 





Ratnagiri (Maharashtra) 


ran ( Maharashtra) 912 4.38/2.38 
Dadri (Uttar Pradesh) 817 3.92/2.43 
PEC Paguthan (Gujarat) — 655 3.14/2.24 
uraiya (Uttar Pradesh) — 652 3.13/2.41 
Ml-india average CS NA 65.67/38.14 


*As on 11 September 2008 **The mandatory stock of coal required in the plant # in MMSCMD (million 
metric standard cubic meter per day); NA: Not applicable Source: CEA, Ministry of Power 


fuel supply agreement (FSA) on commercial 
lines. Partha Mukhopadhyay, senior fellow at 
Delhi's Centre for Policy Research, says the coal 
supply mechanism for power plants is generally 
accepted to be an inefficient yet functioning 
system. However, given the current situation, 
he says there is a need to undertake a study on 
where the coal is being diverted. 

It gets worse when it comes to gas-based 
stations. Take, for instance, GVK's new 
220-MW Jegurudau power plant in Andhra 
Pradesh, which is ready but there is no gas 
supply. Commissioning of two other 909-MW 
stations (Gautami and Konaseema) is held up 
due to gas shortages. Official records show that 
for both the projects, *construction of project is 
completed in all respects" but pending critical 
area is “(non)availability of natural gas from 
Gail”. A back-of-the-envelope calculation shows 
that these two plants have the capacity to light 
up 15 million 1,000-watt bulbs for at least an 
hour. Another 2,600 MW of NTPC’s plants 
(Kawas and Gandhar) have been put on 
the backburner on account of “non finalisation 
of gas supply agreement with Reliance 
Industries Ltd". 

Documents accessed by BW show that the 41 
gas/liquid fuel-based power projects — spread 
across the private and state sectors — barely get 





58 per cent of their fuel requirements. 
R.V. Shahi, former Union power secretary, says 
the industry has reached this stage because ' 
"there has been no gas production" matching 
the requirements for the plants. 

Some power plants such as Kayamkulam 
(350 MW) in Kerala; Maithon (90 MW) in 
Jharkhand; Basin Bridge (120 MW) in Tamil 
Nadu; Tanir Bavi (220 MW) in Karnataka; and 
the 174-MW Cochin project in Kerala are await- 
ing supplies that would allow them to switch 
over to natural gas from otherwise expensive 
alternatives such as naphtha. 


Paying The Price 

But who pays for assets that cannot generate 
power or cannot step up generation on account 
of lack of fuel? It is the consumer. Power tariffs 
are split into two components: fixed and vari- 
able charges. While the variable charge is de- 
pendent on the fuel consumption, the former 
takes into account return on equity, debt servic- 
ing requirements and operation and mainte- 
nance charges. In the event an alternative fuel is 
not allowed by the concerned state government, 
the contract period would be reworked and the 
time period would be extended to allow the re- 
covery of the fixed costs. That way, the fuel risk 
and even the payment obligation are going to be 
borne by the final consumer. 

Mukhopadhyay says the gas shortage is a 
result of a variety of issues. He explained that 
one cannot understand why states with 
stranded assets are willing to pay close to Rs 10 
per unit but will not source gas even if it yields 
them a tariff in the region of Rs 6 per unit. 

According to a recent report on the power 
sector prepared by Crisil, the new gas utilisation 
policy of 2008 states that meeting the demand 
for “existing gas-based stations which are facing 
curtailed supply" is third in the list of priorities, 
after meeting the needs of fertiliser plants and 
for LPG extraction units. To quote, *New power 
plants are likely to be allowed only when the de- 
mand from other priority sectors has been met? 

Despite all efforts by the Centre to revive the 
erstwhile 2,000-MW Dabhol power project 
(now called Ratnagiri Power) directly under the 
supervision of the UPA government's first em- 
powered group of ministers chaired by Pranab 
Mukherjee, the project still does not have an as- 
sured source of gas supply for the entire unit. 

Till the recently signed nuclear deal finally 
gives existing nuclear plants the required fuel to 
operate at full capacity a year from now, the 
question in peoples mind when they cast their 
votes would be, “Watts happening?" 
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Jindal Aluminium Limited is the leading manufacturer of 
Aluminium Extrusions in India with 6 Extrusion Presses 
under one roof, fully integrated facility with an Installed 
capacity of 75,000 tonnes pa. An ISO 9001:2000 
Certified Company with a market share of over 35% 
Jindal's Extrusions range up to 460 mm in width, over 
7000 types of profiles and are exported to USA UK 
Europe, Middle East, Australia, Canada, South Africa 
and other countries across the globe, with widespread 
applications in Architecture, Transport Aviation 
Aerospace, Defence, Solar, Engineering, Electronics 
and many more. At Jindal Aluminium, we maintain high 
standards in Quality & Service, our extrusions are an 
ideal choice and a strong substitute for wood 


Quality Aluminium Extrusions 
Use Jindal Aluminium Extrusions and be a part of the 


movement to conserve nature. Jindal Aluminium Limited 
has been awarded the prestigious "STAR 
PERFORMANCE AWARD" by EEPC for 


a z 
Regd. Office & Works: Jindal Nagar, Tumkur Road, Bangalore - 560 073. India. OUTSTANDING CONTRIBUTION TO ENGINEERING 
Ph: +91 80 2371 5555 (5 lines). Fax: +91 80 23713333 / 34 EXPORT” 
E-Mail: jindal@jindalaluminium.com URL: www.jindalaluminium com 


DELHI: Naturelle, Il Green Avenue, Behind Sector D-3, Bhatta Road, Vasant Kunj, 
New Delhi - 110 070. 

Ph: + 91 11 26890962, 26890963, 26890914, Fax: +91 11 26135000 

Email: jaldel@jindalaluminium.com 


MUMBAI: 24A, Nariman Bhawan, 227, Nariman point, Mumbai - 400 021. 
Ph: +91 22 22820273 / 22846289, Fax: +91 22 22820358. 
E-mail: jalmumbai@jindalaluminium.com 
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Eccentric, 
yet a 
realist, 

it’s hard to 
pin him 
down 


he Super 
Tramp 


by Manashwi 


YOUR AVERAGE BILLIONAIRE WOULD HAVE A COU- 
ple of mansions, half a dozen vintage and sports 
cars, private jets and a sheaf of media coverage 
clippings. Nicolas Berggruen (pronounced 
bergrewin), 46, whose net worth is estimated at 
more than $2 billion, is officially homeless. 
Never been featured on the Forbes rich list, 
this otherwise media-shy president of Ber- 
ggruen Holdings, or BH, (a New York-based in- 
vestment firm) even bought and burnt every 
copy of a Dutch magazine that carried his profile 
a few years ago. He is going to sell his last car 
soon. He does, however, own a personal jet — a 
Gulfstream IV — on which he logged 250 hours 
flying across 80 countries last year. “Though I 
spend more time in New York and Los Angeles, 
over half the year is spent travelling,” he says. 
His father, Heinz Berggruen, a German Jew, 
fled Hitler’s Germany in the mid-1930s and 
came to San Francisco, his first stop on the way 
to becoming one of the most successful art deal- 
ers of the 20th century. A friend of Pablo Picasso, 
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Heinz once owned 130 pieces of the artist's 
work, which he sold to Berlin’s State Museums 
in 2000 for a mere $120 million, 

Nicolas Berggruens life of eccentricities began 
early; he spent a comfortable childhood in 
France and Switzerland, devouring the existen- 
tial philosophy of Albert Camus, Jean Paul Sartre 
and Nietchze, dreaming of becoming a writer. 
But I was far from being the perfect student.” 
His urge to question ensured quick relief from 
school. He pursued a degree in finance and inter- 
national business from New York University; he 
thought business was a quick and effective way of 
taking on the real world. “It was the commercial 
centre and a great excuse to get out of Europe,” he 
says with a glint of rebellion in his eyes. 


Dabbling in investments during university, his 
apprenticeship with investors such as US-based 
Bass Brothers Enterprise and Jacobson & Co. 
sharpened his skills. “It was a very small office 
— Ben Jacobson, me and a secretary — so, by 
constantly being hands-on, I learnt a lot.” 

The ‘owner’s mentality’ that the Bass Broth- 
ers applied in their investments was in tune 
with Berggruen’s personal approach — invest- 
ing for a long period while nurturing it — which 
is also reflected in BH, established in 1984 to 
manage his proprietary assets of over $1 billion. 
“I buy businesses that are basic enough for even 
a child to understand, and find use in everyday 
life,” he says. “It is easy to find management for 
them, and they produce a return on capital.” 
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Media Capital, one of Portugal's largest me- 
dia companies, is one such. After acquiring in- 
dependent assets such as newspapers, televi- 
sion, radio, magazines and websites, he 
moulded together the conglomerate, which has 
since been sold. Berggruen's proprietary fund 
leaves discretion completely in the hands of the 
manager. It allows BH to support a particular 
investment through good times and bad. “If you 
are managing third-party money, they may 
want faster results or not have the stomach for 
difficult decisions,” he says. 

Such independent decision-making enabled 
BH to invest in alternative energy early. When 
oil prices started soaring a few years ago, he ac- 
quired the Cascade Grain ethanol plant, the 
largest on the West Coast. There began his shift 
from value investing to values investing. "Re- 
newable energy is both healthy and economical,’ 
he says, making it clear that financial feasibility 
is as essential a criterion as human and environ- 
ment standpoints for investment decisions. 

But rising ethanol use lowers foodgrain sup- 
ply; so BH bought land in Australia, and is in 
negotiations with governments in Latin Amer- 
ica, Eastern Europe and South-East Asia to 
lease land for farming cassava, corn, rice and 
other crops. BH also invests in wind and hy- 
dropower energy in countries such as Turkey. 


Way Station In India 

*If I were really smart, I'd be doing less not 
more," chuckles Berggruen when asked about 
expansion plans. He feels there are enough op- 
portunities in Europe, the US and India to keep 
him busy. Berggruen works 12-14 hours a day on 
an average from hotel rooms and restaurants. 
Always on the road, he looks forward to the day 
when he will have the time to get bored. 

“I’m curious to do many things, like absorb 
culture, meet new people,” he says. “So, I mix it 
all up." This mix of work and pleasure led to a 
happy accident. Berggruen, on a trip to India 
chanced to meet Kabir Kewalramani (currently 
the managing director of BH, India). *And two 
years later, we have six businesses.” In Septem- 
ber 2006, BH invested $300 million in India in 


real estate (townships and cyber cities in 
Mysore, Hyderabad, Visakhapatnam), hospital- 
ity (primarily budget hotel chain Keys), educa- 
tion (under the United Educational Institutes 
Global brand), car and equipment rental 
(through Gemini Equipment and Rentals), and 
warehouse and storage. "Some businesses are 
more helpful than others; says Berggruen. For 
BH and Berggruen, the current market slow- 
down facilitates their expansion as BH has just 
started buying and investing for the long term. 


Looking For À Legacy 

The avowed urbanist talks passionately about 
realty development that leads to betterment of 
living conditions. He is working with some of his 
favourite modern architects such as Shigeru 
Ban, David Chipperfield and Kazuyo Sejima on 
projects for India, Israel and Turkey. More en- 
thusiastic about architecture than art, he still 
sits on the boards of Berlins Berggruen Museum 
and the Los Angeles County Museum of Art. He 
plans to bequeath his art collection — his only 
other worldly indulgence, currently kept in 
storages due to the lack of a house — to the 
Berlin museum. Why be homeless? “It allows 
me freedom. Material things weigh me down, 
and I hate going back to the same thing." 

He says he's lucky there are hotels all around 
the world now, before rattling off his travel 
plans for the coming weeks — Sri Lanka, the 
Maldives, Ladakh and the Silk Route. Of 
course, his stash of chocolates goes everywhere 
with him. Otherwise unadventurous about 
food, Berggruen is believed to make a meal of a 
chocolate cake on a daily basis. 

Towards the end of the meeting, the confi- 
dent conversationalist mumbles, *It is embar- 
rassing to talk about me... not so interesting." 
That quickly changes to a charged comeback of 
sorts. He remembers an instance — J.R.D. Tata 
building the Taj hotels as an act of rebellion 
when he wasn't allowed into the British club- 
house — creative disruption, he calls it, sum- 
ming up his functioning and being. 
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PERSONAL 
French-born German 


EDUCATION 
School: 

L'Ecole Alsacienne 
and Le Rosey 
University: 

Bachelor of finance 
and international 
business from 

New York University 


GAREER 
Apprenticeship at 
US-based Bass 
Brothers Enterprise, 
and US-based 
Jacobson & Co. 


President of 
Berggruen Holdings 
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company he set up in 
1984 that now has 
offices in New York, 
Los Angeles, London, 
Berlin, Istanbul, Tel 
Aviv and Mumbai 
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Broadband 


FINDING A WAY: (From 
left) Selvam K., Rajesh 
Aggarwal, Ambareesh 
Murty, Naresh Ajwani, 
Rajesh Chharia, Deepak 
Maheshwari, Pradeep 
Dwivedi and 

Jehangir S. Pocha 


DESPITE A BROADBAND POLICY BEING IN FORCE FOR 
four years, broadband penetration in India has 
been less than adequate. The benefits of wider 
penetration are many. In a roundtable organ- 
ised in New Delhi, BW brought together indus- 
try leaders to discuss the issue threadbare. 

Panellists included Ambareesh Murty, country 
manager, eBay India; Selvam K., chief ICT offi- 
cer, Tulip Telecom; S.D. Saxena, director-fi- 
nance, BSNL; Rajesh Aggarwal, additional CEO. 
National internet Exchange of India; Rajesh 
Chharia, president, internet Service Providers 
Association of India; Deepak Maheshwari, direc- 
tor-corporate affairs, Microsoft Corporation (In- 
dia); Naresh Ajwani, president- consumer infra- 
structure & operations, Sify Technologies; and 
Pradeep Dwivedi, corporate vice-president, mar- 
keting & product management, Tata Teleser- 
vices. The Mui: was moderated by BW's 
Editor, Jehangir S. P .. Excerpts: 


'ehangir S. Pocha: Let us begin by asking, what 
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does broadband do for the common man? It is 
desirable because anybody can have it at a very 
low cost, set up a business and make a signifi- 
cant amount of money. It also provides tremen- 
dous value for people who are buying on the in- 
ternet béoguse of reduced prices. 

h C : We calculated that about $90 
billion (abouti Rs 405,000) of additional busi- 
ness could accrue because of broadband. We 
collated this figure from two or three different 
sources. Is it a figure that you would agree with? 

tajesh Agg : But broadband is totally de- 
DE Tes on rie a And the common man 
that you are talking about and looking to con- 
nect in the rural areas are uneducated, and they 
do not necessarily know how to use the system 
or the je ecasblody 
: But just to stick with it, let us go to the 
common man in the village also. The e-comme- 
rce industry in the country is roughly worth 
Rs 10,000 crore. Do you agree with that figure? 
This figure could be worth ten-fold more 
with a broadband. 
resh Ajwani: The number was high, point 
out groups vilio have benefited due to broad- 
band. The number they had come up with for 
the US was $500 billion. Now given that ours is 
a developing economy, and a large chunk of it is 
driven by IT, the numbers could be more in the 
same scale if not higher for a country like India. 
i: What is Microsoft's scene worldwide 
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and how does Microsoft use 
» broadband, and what could 
this mean to the Indian 
economy? 

Deepak Maheshwari: Be- 
fore I talk of Microsoft per 
se, I will give you a brief 
overview of the broadband situation in India. 
According to the latest Trai report, out of 296 
million broadband subscribers in the country, 
approximately 75 million are paying customers, 
using the internet or mobile. The important 
thing is that the public accesses internet. Ac- 
cording to certain reports, we have about 
200,000 public kiosks. If you look at the broad- 
band policy of 2004, it had two types of targets 
— we should have 9 million subscribers by 
2007, but we have only 3 million. And, by 2010 
we should have 20 million subscribers. But it 
also had an implicit target, which was starting 
from 2005 itself, at least 50 per cent of all inter- 
net subscribers should be on broadband. But if 
you see even today, in the middle of 2008, the 
figure is about 37 per cent. 

Pocha: It is good to have broadband. It benefits 
people. In fact, it benefits people in the rural ar- 
eas more, because it connects them with urban 
areas and the rest of the world, which they 
would otherwise never have. If we all agree that 
it is good, what I want to ask is, why it has not 
happened, what have been the policy reasons, 
the commercial reasons and the political econ- 
omy of this industry that have prevented it? So, 
first I want to go to the question of regulatory 
problem. Let us assume that there is a company 
that wants to deliver broadband, what is the 
C regulatory hurdle that stands in the way of do- 
ing that? Why don't you tell us, Naresh? 

Naresh Ajwani: I have question for you. First of 
all, let me understand what you mean by the 
unconnected... 

Pocha: There are too few Indians who are con- 
nected to each other by communication devices. 
We believe that broadband could be the ideal 
way to connect them. 


EVERY PLACE 


the 
BW-INFOCOMM 


roundtable 2008 


Ajwani: The entire ecosys- 
tem has a gap at every end. 
The service provider is not 
sure about what kind of co- 
nnectivity the customer re- 
quires. The customer is not 
sure what speeds he wants. 
Pocha: Mr. Saxena, a lot of stones have been 
thrown at your door, what would you say? 

S.D. Saxena: I am connecting the unconnected 
where the ordinary service provider does not go. 
It is not cybercafes but cyber dhabas that are 
needed. How many of you have heard about a cy- 
ber dhaba? We actually invented the word. In In- 
dia we need dhaba not a café because that is 
where people get together. We are thinking about 
sharing infrastructure. The problem is that it is 
always a one-way street because I am the bad guy 
who has done a lousy job, built a lousy system, 
but people still want my lousy last mile. 

Pocha: I have lived in other parts of the world 
and I have never paid more for a broadband 
line. This is a myth that Indian mobile phones 
are very cheap. If you take the listed price per 
minute, India looks cheap. If you take the pur- 
chasing power parity it does not look cheap, but 
more importantly in any other country in the 
world for the equivalent of $50-100, I get un- 
limited calling which means with Rs 4,000 I 
can call as much as I want to, internationally. 
Aggarwal: Whether living in China or in Delhi, 
Kolkata or Bombay, 80 per cent of internet ap- 
plication is email, rest is chat and all that. And 
to use these people do not need 256 (kbps). The 
challenge has to be understood. It is not about 
speed; it is about internet application or access. 
Pocha: Ambareesh as the user of this business, 
how do you respond to this? 

Ambareesh Murty: I feel like a neutral party 
here. The question is, what does the customer 
need? In broadband, we are seeing a revolution 
similar to what has taken place in telephony for 
the past 128 years — that users are generating 
the content. And what is happening in broad- 
band now is more and more user-generated con- 
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finance, BSNL 


"I am connecting 
the unconnected, 
where the ordinary 
service provider 
does not go." 


tent is becoming important. 

Pocha: Mr Saxena, you said that BSNL broad- 
band is one ofthe biggest growth areas and that 
you are trying to roll this as fast as possible. I 
have to ask you two questions: What is the 
biggest barrier in your way? And the second 
question is, are you afraid? 

Saxena: Not exactly. I think we are very excited 
about this demand, the growth, and the various 
business models we are evolving. For example, 
bundling ofthe PCs. We have tied up with HCL 
and a whole lot of PC vendors. Now, there is a 
question you raised that is very valid: If we have 
the infrastructure, why don't we share it? We 
are talking about connecting a billion people. 
We all will have to join hands. We are working 
on WiMax development in three states — Gu- 
jarat, Maharashtra and Andhra Pradesh. 
Pocha: Pradeep, yours is a wireless company. 
How would the wireless thing go forward? 
Pradeep Dwivedi: The choice of customer will 
be technology-agnostic. This industry is ripe for 
innovation. That will ensure that the internet is 
made available to as many people as possible. 
Ajwani: Business stands for freedom. I stand 
for freedom. I believe in free market. If Tata 
Teleservices has invested some Rs 3,000 crore 
in some technology, it is because you chose to do 
it, nobody made you do it. Now, a new technol- 
ogy has come up that will eat away your busi- 
ness. Today Wi-Fi has come, and they could ren- 
der you obsolete tomorrow. 

Pocha: I think we have established the problem 
as the right of way. This is why we asked the 
question, is broadband to be seen as a national 
infrastructure, which is put out across the coun- 





try as an essential service? By law, telecommu- 
nications is defined as an essential service. The 
internet service is, of course, not an essential 
service. Deepak, do you want to say something? 
Deepak Maheshwari: There are two fiscal in- 
centives that are more important from the user 
perspective. One, if you acquire an internet de- 
vice, just like you get tax concession when you 
buy a home, you would get that type of conces- 
sion. The second concession was on usage that 
when you are paying up to Rs 600 per month, 
you would get income-tax concession. Now, if 
we have just these two fiscal incentives, that it- 
self will propel a lot of people to invest in ac- 
quiring broadband devices, acquiring broad- 
band connections and start using it. 

Pocha: Can everyone sum up their positions? 
Dwivedi: We all concur on the fact that internet 
and internet access through broadband is the 
way to go. The means of education, means of en- 
hancement, sharing of infrastructure — whether 
it is wireless — has to emerge very quickly. 
Saxena: In the past 20 years, I toured extensively 
across the country, mainly in the rural areas. To- 
day theres a television in every jhuggi-jhopdi. We 
would love to see a computer with internet there, 
and kids playing video games, chatting, etc. 
Chharia: My wish list is the same. It cannot be 
fulfilled because everybody has got his own per- 
sonal gain. The focus is that the ISPs are paying 
80 per cent of their revenue to the extra service 
provider, and still it is very unfortunate that 
these extra service providers cheat us as com- 
petitors. No big operator is interested in the ru- 
ral market. That is the reason why I am saying 
you should implement this retail-minus theory. 
For the regulator, I would say that for the small 
service provider regulation should be eased. 
Murty: I think I should structure my closing 
comments in three parts. The first would be the 
question of pre-requisite or the pipes existing. 
There I do believe that it is essentially infrastruc- 
ture. Second, I think, it is the question of adop- 
tion. You have the pipes in place. What type of 
course you should adopt or make the most of it. 
The question of financial benefit might be the 
key trigger to ensure that adoption happens. 
Third, you have a choice. The choice is, we can 
take baby steps or there could be a quantum 
leap. I think that question faces us today. 
Maheshwari: What is needed now is a single 
comprehensive ICT policy. We need to look at 
broadband as a symmetric broadband where 
the people have an opportunity, where the road 
is divided in the middle. You have a wide road 
coming to your house, and the road that is going 
out from your house is also wide. It is not about 
just having a road on which a lot of people can 
come, but a lot of people can go also. 
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KANHA AIYER WATCHED HIS COLLEAGUE CLOSELY; 
Beula Singh, the product head, was chewing her 
lip and studying a spot between the artwork and 
Pranoy Guha, the marketing head, who had just 
declared, “This ad is dull!” Beula’s eyes now 
crinkled harder over the spot, as she tried to re- 
call consumer insights specific to razors, but 
Pranoy continued, “I don’t think any man 
doubts what he needs to do with a razor or why 


iy he needs a shave. Neither do I believe that men 


fret over if their skin feels smooth. I think we 
need to move away from pointless advertising to 
one that ‘receives’ a consumer into the product. 
For the ad to engage the consumer in silence, in 
a musicless, soundless dialogue of no words, 
where in a dialogue of no words it matches phi- 
losophy with the consumer... 

*Your ad has to have a quiet a-ha effect on 
every individual consumer, not the whole seg- 
ment as a collective. Your ad has to cause him to 
gasp — that's all! For that you have to match 
philosophy, nothing more.” 

Then in his characteristic bored, irritated way 
he said, “Send this back or call the agency and 
tell them they have missed the point." 

Beula: Well, I don't understand this ‘match 
philosophy’ business. End of day we want to sell 
razors, not a course in metaphysics, yes? 

Yesterday — don't know if you guys watched 
this show — Sam Balsara was on TV and he was 
talking about the Cadbury Dairy Milk (CDM) 
Gorilla ad, you know the one where you have 
this gorilla completely overwhelmed and ham- 
mering away at a drum set in a karaoke style to 
the notes of Phil Colins’ ‘In the air tonight’... 

And Sam says this ad won't ever work in In- 
dia. He says it needs an evolved 'advertised to' 
audience like the UK. Cadbury in the UK 
posted an increase in sales after this ad by over 9 
per cent, which is huge... See what I mean? Ab- 
stract ads need special audiences maybe, so re- 
think the razor philosophy. 

Pranoy: Yes, I have seen that ad on YouTube 
and it has made huge waves in the UK. And no, 
I refute Sam's verdict that it won't work for In- 
dia. Does he mean Indians won't understand? 
Indians will feel a disconnect? As long as there 
is no serious breach to moral and social cultural 
moorings, a communication that causes you to 
abandon, even if for a short time, the erstwhile 


Non-sense 


Mr Salt: What is this, Wonka, some kind of fun 
house? Willy Wonka: Why, are you having fun? 
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— Willy Wonka and the Chocolate Factory 


by meera seth 





position and, hence, the zone of comfort and 
stagnation, and enables you or urges you to 
adopt a new position of perception vis-à-vis the 
product or brand, is terrific. 

Beula: Somewhere the communication 
should make sense, Pranoy, product-sense... 

Kanha: But who says advertising has to make 
sense? When you see shampoo ads that depict 
long, straight hair, does it make sense? It is 
somehow declaring that good or beautiful hair 
are those that are long and straight! Don't ladies 
with closely cropped hair use shampoo and de- 
sire a certain delivery? Don't pear-shaped men 
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wear jeans? Don't beautiful people use deodor- 


ants? So, if we now have an ad that does not ` 


make a promise but chooses to be the mother of 
all spoofs, hey I think it is fine. A CDM got a go- 
rillato play music is as credible as a girl landing a 
plum job after using Fair & Lovely! 

Beula: I agree. To that extent, ads are never 
aimed at your intelligence. I guess advertisers 
also know that in those 30 or 60 seconds you are 
not being called upon to make an intelligent de- 
cision, but just be made aware. 

Pranoy: That's the point... there was no 
product shot anywhere; no chocolate-eating 
people, no chocolate buying people, no pack 
shot, no voice over. The disconnect is huge and 
maybe this is what Sam Balsara means when he 
says it won't work because what you see is very 
random. You hear Phil Colins, you see a bored 
gorilla and a pointless hammering on drums. 

Kanha: But that is entertainment! Today, 
consumers want entertainment not a droll 
presentation of product attributes! 

Beula: No, let's not be flippant. Do we really 
believe that the viewer wants ads to entertain? In 
India, the consumer does believe your advertis- 
ing hasto lead to the product. If not, he would not 
have trashed the old MR Coffee campaign. Then 
again, here in India, advertisers care about resid- 
ual consumer impact and image. If your con- 
sumer thinks you are rubbish, that is dangerous. 
So, this has a lot to do with the risks an advertiser 
will take. And one thing advertisers cannot risk is 
produce only-for-entertainment ads. Take Close 
Up ads, the Vodafone ads, why take Airtel's latest 
campaigns... very entertaining, büt no compro- 
mising on product specifics. So it is about the 
state of our consumption-evolution, not con- 
sumer evolution. Our consumption is as yet risk 
averse, careful, savings-oriented; therefore you 
cannot deviate. In short, you cannot be all hee- 
hee-haw-haw. Some sense needs to be thrown in. 

Pranoy: Better than that, Beula; in my opin- 
ion the advertising has to engage and draw the 
consumer; you can use humour, you can use in- 
tense philosophy, you can do plain talk too. And 
that is what I meant a little while ago about our 
razor ads. I was saying step away from shave- 
talk; I think the act of shaving is already a given, 
and I would bore my consumer if I talked about 
a shave, shaving or the after-a-shave. 

Don't waste footage talking brand or benefit. 
Use 30 seconds and tell him about the power of 
an enjoyable shave. Let him know that you 
know that most men are in a very deep and in- 
tensely private space while shaving, when their 
creative thoughts are waltzing — when the 
shaving process has to actually end in a Mozart- 
Symphony-40-esque flourish or triumph... 
leaving him with a ‘wow feeling. 


has got a lot to 
do with the 
risks too" 


And that is what all brand/product advertis- 
ing has to do; share deep intense moments with 
the consumer and match philosophy. A good 
shave is about the inner feeling of completion. 

It is those 7-8 intense minutes that we enter 
— when heis engaging with our product and his 
face in the mirror, when he should see a happy 
satisfied image; when the experience should 
leave space for what most men do during a 
shave: think. So what I wish to say is, trust this 
razor to work for you while you think, strate- 
gise, contemplate. Thus, engage that consumer 
quietly, establish a personal relationship. Like- 
wise, I think Cadbury is just not doing obvious 
chocolate talk, but the resultant experience... 
this is what you should depict. Actually, I don't 
know if I oppose Sam Balsara or not... I think 
the gorilla ad did something, but only for some 
‘already consumers of CDM’. ` 

And I think that is what CDM is trying to 
achieve — presenting joy. And joy has so many 
dimensions. Laughter is one of them. 

Beula: I am reluctant Pranoy. See, toothpaste 
is about teeth, as perfumes are about pleasant 
smelling bodies, as Iodex is about pain. There- 
fore, food is about taste and visuals. When you 
are at the checkout counter of a supermarket 
and your eyes rest on a pack of Fruit & Nut or 
Snickers or Mars... you pick up a couple of bars, 
right? What was that? The seduction of choco- 
late. Now say, you instead saw a gorilla there... 
Will you go, ‘ahh... mmm... I want Cadbury 
Dairy Milk!’? Common, lets be reasonable. I be- 
lieve some products have to be advertised in the 
old-fashioned way, and chocolates certainly so! 

Kanha: Ok, we are missing the point; this 
does not mean you can sell anything using a man 
in a gorilla suit hammering a drum to death. It 
was apt for Cadbury — at this stage in its for- 
tunes, when it is beset with business difficulties 
of one kind or another globally. It is even a good 
ploy, I might say to distract the consumer from 
recalling non-joyful thoughts that the media has 
overlain on his mind about Cadbury, and instead 
superimpose a ha-ha-ha recollection on top of 
that. It need not work for Cadbury three years 
from now, or even next year. 

Point is, Cadbury has finally understood that 
it is in the business of spreading joy, not selling 
chocolate. These are days when marketing and 
manufacturing see their roles with reference to 
the consumer, distinctly; manufacturer makes 
great chocolates, marketing sells joy. 

Pranoy: I saw the ad four or five times. My 
take is that Cadbury’s increase in sales has not 
come from new users. That 9 per cent has nec- 
essarily got to be from current consumers. Now, 
there is a difference between UK chocolate de- 
sire habits and Indian. The UK is cold, India is 
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not: Cocoa sits well with you in cold climate, in 
summer you have difficulty dealing with all the 
sugar and butter. That is one reason why colder 
countries sell more chocolate. Next, UK people 
can wolf down a 500 gm bar in one transaction; 
Indians to this day, eat a piece. They will gin- 
gerly break a tile from a bar and nibble at it. 

In Europe, they peel the 500 gm Fruit & Nut 
like we do a banana and work their way in gradi- 
ents to the end. Many people are known to pick 
up abrick of chocolate along with their morning 
newspaper and eat it as breakfast. So, we are re- 
ally looking at chalk and cheese. Of course, then 
there is the business of UK’s per capita being 
high and India’s not; so while India too will 
record increase in sales, it will be commensurate 
with current chocolate-eating habits and per- 
ceptions. Not only because a gorilla made music! 

Kanha: So, that is exactly what Sam Balsara 
is saying, when he says it won't work for India? 

Beula: No, that is not what he is saying. He is 
talking about evolved minds understanding the 
ad, while Pranoy is talking economics. Yet, take 
Nike. Nike also sought currency for their brand 
and in India, they got the main theme right. The 
Nike gully cricket ad for India has been telecast 
in many non-cricket playing nations and every- 
one loved the ad. That they could not under- 
stand the game of cricket did not put them off; 
they loved it because they could relate to the 
‘spirit of sportsmanship in the ad. Likewise, the 
gorilla will evoke oohs and aaahs, yes. But its 
problem is that it is not Indian, like Nike's 
cricket is; and that is why it won't be understood, 
as against Sam’s contention that understanding 
it needs an evolved state. I disagree with that. 

Is he saying sales won't happen? Or is he say- 
ing they won't understand the ad? This ad is a 
fun ad. Indians are known to be logical; ok, Bol- 
lywood emotion is time-pass; as such, they have 
never been known to be influenced by excite- 
ment only. Free gifts, yes; it will cause buying but 
not an increase in consumption. Ask Coke/Pepsi 
whether their crown cap collection promo 
worked for consumption. Mere excitement and 
no logic? Cannot! So, for change to happen you 
have to impact the point of resistance. 

Kanha: I see Pranoy’s point now... The UK is 
known to eat chocolate for snack; therefore, the 
whole framework is very different. For example, 
suppose you did this gorilla sequence in the 
backdrop of a temple, for an ad for, say, incense 
sticks; and you find that Europeans are not re- 
sponding with purchase. That would be natural! 
In India, incense is daily fare for prayer. In the 
West, incense is a novelty, and is for creating the 
‘mood or for refreshing the room! Naturally, the 
gorilla won't make sense to them in the context 
of incense sticks! In India, chocolates are syn- 


Indian 
audiences are 
not evolved 
is rather 
incorrect. 
The gorilla 
Cadbury ad 
does not work 
in India 
because 
the category 
is nota 
commonly 
traded one.” 





onymous with celebration. It is still not reactive 
consumption. Whereas, Haldiram's bhujia is a 
good time-pass snack. So, the same gorilla take 
will work for Haldiram. But for India, chocolate 
is special, serious and a breathtaking luxury! 
Beula: And that is my point, Kanha; if the ad 
does not work in India. it is not because our au- 
diences are unevolved, but because the category 
is not a commonly traded one. My take is people 
buy namkeen much more than they do choco- 
lates, and namkeens are as integral to Indian 
living as 500 gm bars of chocolates are in the 
UK. So finally, it is about what kind of advertis- 


ing works with what. But yes, I like your take: if 


Haldiram did a gorilla, it will rock. 

Pranoy: Saying Indian audiences are not 
evolved is rather incorrect. There are close to 20 
Facebook groups talking about this ad exclu- 
sively, and about 500,000 consumers down- 
loaded this ad within two weeks of its launch, 
and close to 8 million have downloaded it by 
now! All these are people from all parts of the 
world... it would be impossible that those mil- 
lions do not include many Indians. But the 
truth is had this ad been put up on Agencyfaqs, 
it would have had the whole corporate world 
discussing it. Agencyfaqs has that power. 

Beula: Pranoy, I wonder if what Sam Balsara 
meant is that the consuming Indian, the man 
on his Vespa who takes home a bar of chocolate 
when he gets his monthly salary... he will not 
understand the concept. He will look for the 
conventional celebratory ads, because for him 
chocolates are about taste and enjoyment. 

In fact, that is the interpretation of chocolates 
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in India and I really don’t see why we want to be 
esoteric! Is this because we see those moving 
poetic ads at Cannes and want to be present in 
the head count? I think this is absurd. 

Here, look at Cadbury's 1997 ad... just see how 
India views chocolates, this is what we must pay 
attention to, see how it expresses the growing 
changes in India. In fact, this is what we must 
study and not the gorilla, not if UK/US advertis- 
ing impacts India. It can’t! And why should it? 

All three watched the ad streaming out of 
Agencyfaqs. It was the story of a girl and her 
boyfriend, where she sees a man selling caged 
birds and asks to buy them... boyfriend is like 
no... she pouts, he buys. Then she releases the 
birds and feels a fabulous amount of joy... 

Beula: That is joy in the context of our culture, 
it is so impactful! Different cultures feel joyous 
about different issues and, hence, find their joy 
quotient in specific situations. In India, when a 
child returns home, every mother worth her salt 
is known to say, ‘beta tu aa gaya?’ Inane, idiotic. 
But that is an expression of joy that is only In- 
dian. Why is it ‘evolved’ to appreciate a gorilla on 
the drums, and not when a girl sets caged birds 
free? I think the expression of chocolates as a 
medium of joy is wisely communicated! 

Pranoy: True... but it is conditioned joy. The 
gorilla is experiencing primal joy... there is a 
difference. 

Beula: Ok, what is the trigger for the gorilla 
to feel joy? | 

Pranoy: That's the thing, they haven't shown 
chocolate as a trigger — I think it is just inherent 
deep-involved joy with life, coming out because 
of music — like for every musician or artist. 

Beula: See, when I see the film-clip without 
seeing the product at the end... my reaction too 
would have been, so sweet, how interesting, 
how joyful, that by itself is very heart warming; 
now you attach a brand to it and tell me, that is 
an ad for CDM... nothing changes. I still like the 
gorilla; I still feel a deep sense of warmth about 
and towards the gorilla. Bottom line, it did not 
cause me to want a bar of chocolate. On net, it 
did not make me think Cadbury. No, it didn't. 

Kanha: Ok, leave all this, simply answer this: 
didn't you find it entertaining? 

Beula: Entertaining? See, ads should also en- 
tertain, but you don't watch advertisements for 
entertainment! no no... I think someone has got 
that wrong. 

Pranoy: Everybody in the world knows Cad- 
burys makes chocolates; I don't need to hear 
more about chocolate; I need to hear about joy, 
which nobody is talking about and I think that's 
what Cadbury’s did. It is like a release for the ad 
viewing world. Dammit, it is not about the 
product, it is about the feeling. This is my kind 


advertising 


"In the 


Indian context 
the connect 
between 
product and ad 
is not very 
serious an 
issue. Yet, the 
disconnect 
cannot he too 
glaring either! 
A point comes 
when the 
viewer gets 
annoyed." 


of branding. Now the real question is, why doe: 
Sam Balsara say this is not relevant for India? 

Beula: Hang on... before I come to relevance 
the important thing that this advertiser did was.. 
it got a whole bunch of people collectively, wher- 
ever he or she was seated when this ad played out 
to surrender; everyone lived in animated suspen- 
sion during the 60 or 90 seconds, and that is the 
power of ‘now. The power, which leads to an era- 
sure of all past, an irrelevance of all future, a quiet 
conscious entry into ‘now’. Thereafter, it was 90 
seconds of ‘now’. The residual feeling that they 
were left with was a ‘never before: 

It was not ‘Oh! I saw a gorilla play the drums. 

It was not ‘great ad’. 

It was not ‘crazy’! 

It was ‘ohhhh, what was that? Come let me 
enter that moment again. 

But... but... Lam not sure that did anything for 
the product or the brand. So, let us not get car- 
ried away. I still hold that chocolate is about 
taste and even if it stands for joy, the communi- 
cation cannot shift its position from senses to 
mind. I do think the senses leave behind a vari- 
ety of responses on the mind, not just joy. The 
first-hand experience is truth, the sense experi- 
ence; thereafter, when it is filtered through the 
mind, it becomes a concept. And to my mind, 
concept is born of ignorance. It is subjective, 
temporal and spatial; hence will keep changing. 
What chocolate means to Lynda in London is 
different from what it means to Bipin in Baroda. 
The connect between product and communica- 
tion cannot be left to the advertiser's interpreta- 
tion of its resultant impact on the consumer. 

Pranoy: I agree to an extent, not more. In the 
Indian context, the connect between product 
and ad is not very serious an issue. Yet, the dis- 
connect cannot be too glaring either! A point 
comes when the viewer gets annoyed. I go back 
to the MR Coffee commercial; it made waves 
briefly only because it was alarmingly shocking. 
Then it made waves among ad agencies who 
needed to watch the experiment for their own 
labs. Then it died. Did it sell MR Coffee? I think 
not. It was at best a creative director's high. 

Ithink Beula has a point. The senses reside in 
the consumer... all else is a mind game, which 
the advertiser plays to amuse himself. 
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Is it necessary for an ad 
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Raj Kanwar. A family man with four dependants, an aged mother, wife and a school- 
sing child. Being the only earning member of his family, he earns Rs.10,000 per month. 
è has XYZ Credit Card but is unable to repay the dues. He now receives calls from 
covery agents and lawyers. 


is is typical of many consumers today. Irresponsible use of credit facilities and a relative low 
yareness of the workings of sophisticated financial products have made such situations 
immon. Most people do not plan their spending. They do not save for rainy days and 
foreseen situations as medical expenses, marriages, education, and maintenance of 
operties, loss of job or losses in business. 


the modern financial world, consumers desperately need Financial Counselling. It is 
spalling to note that a major portion of disposable incomes are used by many to repay debt. A 
'ge percentage of credit card holders owe more than about 20 to 25 per cent of their annual 
come. With such startling statistics, education and awareness is needed, particularly for the 
Hlowing issues: 


Budgeting and saving 
py Choosing, using and repaying credit like housing, auto, personal loans and credit cards 


Modern products introduced by banks and financial institutions e.g. Debit Cards, Demat 
accounts, Mutual Fund products, etc. 


UDIAN SCENARIO 

lany consumers look resourceful and prosperous. Starting their adult lives with a healthy 
3ancial status, they end up in a financial mess a few years down the line. Even household 
avings are relatively low. Consumers don't analyse their repaying capacity before borrowing. 
ney are often caught in debt traps and the resultant follow ups by banks and financial 
stitutions for recovery, looks like harassment. Instead of apportioning their incomes to meet 
iture/emergency expenses, they end up with multiple loans for housing, automobile, 
ousehold appliances, furniture, holidays to foreign locations and thus, live beyond their 
teans. Their hidden pride does not allow them to admit their ignorance in financial 
ianagement. Many consumers feel it is wasteful to spend precious time in investment 
ecisions, which should be left to the experts. They simply sign documents at the places 
yarked without attempting to read their contents or understand what they are signing. The 
xcuse of lack of time often causes ineffective and poor financial decisions. Many a time they 
re ashamed of seeking help to manage their finances. 


USHA FINANCIAL COUNSELLING 

"Ci Bank has established their financial counselling centre, DISHA with the objective of 
creasing awareness about financial products and services and promoting better 
nderstanding and decision-making. Part of their Corporate Social Responsibility activities, 
IISHA provides free counselling, financial education and debt management services to 
onsumers, irrespective of whether they are an ICICI Bank customer or not. 


MISHA, managed by seasoned retired bankers of commercial banks and Reserve Bank of India, 


; already present in Ahmedabad, Chennai, Delhi, Hyderabad, Kanpur, Ludhiana and Mumbai. 
‘MS DISHA «city to 53030 for address or visit www.dishafc.org details. 


Ahmedabad Chennai 





- Howis DISHA related to ICICI Bank? 
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The Disha Trust has been setup under the aegis of 
ICICI Trusteeship Services Limited. It is a Corporate Social 
Responsibility initiative. These centres have been established 
across the country for providing free credit counselling, financial 
education and debt management services to consumers. 


Why did ICICI Bank decide to setup DISHA? 

The bank realised that there was an increase in personal 
consumption in the country over the years and also unexpected 
developments affect the people. As a result, they have to strain 
themselves financially to meet their obligations. Setting up Disha 
was the perfect solution: wherein one-to-one counselling and 
financial advice could be offered to customers. 


Do | need to be an ICICI Bank customer to avail of these 
services? Is there a cost attached? 

No. This is a free-service available to everybody and anybody in 
need of it, even to customers of other banks. 


What is DISHA? How can | learn more about DISHA? What is 
the website address? 
DISHA Financial Counselling centres offer one-to-one 
counselling and financial advice 'free of cost' to all customers. 
The three broad services offered are: 

1. Financial Education 

2. Credit Counselling and 

3. Debt Management 
Guidance on proper use of consumer credit and basic money- 
management skills such as savings, budgeting along with tips 
on using credit responsibly is what visitors to these centres 
can expect. Detailed information can be obtained from 
www.dishafc.org or by visiting any one of our centres. 


How will DISHA benefit me? 

Disha will benefit the public by increasing awareness about 
financial products, thus promoting better understanding and 
informed decision making. The centres will assist consumers 
through a personalised approach to financial education, credit 
counselling and debt management. 


Does DISHA have a helpline/phone number? 

At the moment, DISHA does not have a help line or call centre 
number. But centres have local telephone numbers that you can 
call to reach and speak with our counsellors. Alternatively, 
sms DISHA to 53030 and the Disha counselors will call you back. 


Are you selling anything at DISHA? Do you sell ICICI Bank 
products at Disha? 
No. 


Do you offer loans at Disha? Will you help me hy lending me 


money? 
No. 


Delhi Hyderabad | Kanpur Ludhiana Mumbai 


Financial Education 


JISHA W) 


inancial Counselling 
www.dishafc.org 


Credit Counselling 






Debt Management 
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Were all DJs. 
Look at how 
we remix clo- 
thes, outfits, 
and friends. 
And all turns 
out so fresh. 


Josy Paul is the 
chairman and 
national creative 
director of BBDO, 
India. He has worked 
with Lowe Lintas 
and JWT, and is also 
the founder of rmg 
david, the smallest 
worldwide agency 


ti-ageing 
Cream 


“THE GORILLA AD WON'T WORK IN INDIA... IT NEEDS 
an evolved audience like the UK.” Sam Balsara’s 
retort stirred an interesting argument and dis- 
cussion among Beula, Pranoy and Kanha — re- 
sulting in some fascinating points about con- 
sumers and their relationship with brands. 

What is a gorilla doing with one-and-a-half 
cups of milk and joy? Has Cadbury gone 
bananas? Or have they hit upon something so 
big that only a few enlightened marketing man- 
agers get it? 

Just for a moment, let’s take a break from the 
‘gorilla ad film’ and march to a different drum. 

In Europe, Cadbury’s Dairy Milk (CDM) had 
become a ‘grandmom’ brand. It wasn't for youth 
audiences any more. It had lost its cool factor. 
The brand was losing out to newer entrants. 

‘Cadbury had to protect its future. There was 
an urgent need to connect with a highly aware, 
fully networked YouTube generation. The ad- 
vertiser was looking at something disruptive to 
shake the mindset that young people had about 
CDM. The brand needed a born-again boost. 
This was about look-at-me-I-am-not-what- 
you-think-I-am communication. 

A new agency was appointed to inject life into 
the brand. Fallon London was known to make 
brands younger. Their audacious work for Sony 
Bravia was a clear example. They were bold and 
unconventional, and experimented with media 
and new media. They had used the Net success- 
fully with the BMW series. 

Fallon was known to turn brands around. 
Fallon decided to simplify the Cadbury's brand. 
They condensed the proposition to one simple 
word — joy. They connected it to the most 
precious truth about CDM — one-and-a-half 
cups of milk. 

They then looked at YouTube. The rules on 
YouTube are not the same as conventional tele- 
vision. It's about pull, not push. In a viral world, 
even a commercial is editorial. If your ad is news, 
it is passed from mail to mail. So, the inputs are 
different. And the mindset that creates it is dif- 
ferent. You can't create by covering your back- 
side with research. In fact, there's no better re- 
search than YouTube. Either you are part of the 
conversation or you are not. 

So Fallon did this crazy ad with a gorilla. The 


Net did the rest. The viral word-of-mail effort 
paid off. It grew so popular that it soon gave 
Cadbury the confidence to take it mainstream. 

Don't forget, it was the youth pull that gave 
the brand the license to move the gorilla- 
film from new media to traditional media. 
YouTube was the anti-ageing cream that added 
cool to the brand. 

So will it work in India? 

That depends entirely on the problem or op- 
portunity we are facing here. Is Cadbury in a 
similar situation as it was in the West. I am sure 
itis not. So, the opportunity in India is different. 

Forget all this mumbo-jumbo! What if we 
were to look at the ad, without the weight of all 
this thinking and global issues? Purely as an ad, 
will it work in India? Will Indians get it? 

In advertising, as in life, there is no surety, 


only opportunity. The gorilla film presents a fan- . 


tastic opportunity for Cadbury in India. Yes, the 
ad will work but only after you put it through the 
Indian filter. Everything can stay the same, ex- 
cept the song. The song would have to change. 
Phil Collinss song will not cut ice or a chocolate 
bar in our desh. We will need to find the song 
that plays in the Indian mind when you say ‘joy’. 
Like Rang barse, the song should be part of our 
blood. And if we get the percussive beat points 
right, it will work magic. It's all in the execution. 

Brands like Cadbury have huge equity. And it 
has the license — granted by a brave and opti- 
mistic YouTube generation — to go a bit wild and 
memorable. After all it's only a chocolate!We are 
living in a remix world. Everything is remixed, 
not just our music. The Cadbury ad follows the 
same pattern. It takes two unconnected things 
and remixes them. A gorilla, and a song. What's 
the connection? The brand shows you how! It is 
about ‘pure joy. We are all DJs. We can remix too. 
Look at how we remix clothes, and outfits, and 
friends. And it all turns out so fresh. Look at IPL. 
It is a remix of cricket, Bollywood and entertain- 
ment. Look at the 20-20 cricket format. It is a 
remix of ‘one day international’ and champi- 
onship football. Remixes work for India, just as it 
works anywhere else in the world. A gorilla play- 
ing the happy drums to a Rehman or Himmesh 
Reshammiya! Surely, it will be a super hit! But 
then Cadbury will have to pull it off! 

This will add new excitement to the brand. 
And add a layer of personal joy to the ‘celebra- 
tion' song that Cadbury is singing right now in 
India. It is an opportunity to give ‘Muh meetha 
ho jaye a whacked out thrust. A few surprising 
unexpected edges. Every brand needs to look be- 
yond its logic and enjoy the occasional magic. 
The success of the gorilla film is a sign that we 
must let go of our prejudices about audiences or 
how much we can bend a brand. 
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centric pitch 
inspired by 
brand 
rhetoric is 
not what 
Indians buy 
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BEULA THINKS ABSTRACT ADS NEED SPECIAL 
evolved audiences? Those who have missed that 
famous Cadbury’s ad, Cannes blogs or were co- 
cooned on an island without wifi, the gorilla in 
question sniffs the air in anticipation before 
bursting into an explosion of ecstatic drum- 
ming. Yes, yet another ad from Cadbury's with 
no real product story. But their ads are meant to 
create buzz. I'd be hard pressed to find someone 
who doesn't recall the ‘Kuch khaas hai zindagi 
mein’ cricket ad — equally entertaining, no 
product story. In both ads, the brand made its 
guest debut towards the end, more as the spon- 
sor, than the star. Cadbury claims, it always 
works. And why will it not? Global audiences 
are smart, they needn't be evolved or part of 
chocoholics anonymous to understand that the 
primal emotion behind Gorilla's drumming, is a 
visual metaphor for the joy of eating a bar of 
Cadbury's Dairy Milk. Remember, that classic 
‘girl in the waterfall’ Liril ad of the Doordarshan 
era, symbolic of a girl enjoying her fantasy bath, 
her essential ‘me-time’, never mind the soap? 
The £6.2-million Cadbury's gorilla ad was 
launched in London during the finals of Big 
Brother 8, which speaks volumes for their target 
audiences. Big Brother was described as “rubbish 
TV for 16-34 year olds, deprived for depraved un- 
censored streaming and pure controversy” — 
sounds like anything but a recipe for evolved au- 
diences! The ad was meant to entertain. In fact, 
winning ads like, ‘Daag Acche Hain’ (Dirt is Go- 
od) would have made sense to middle-class even 
in the 1970s, but for the agency choosing to focus 
on providing lab test proof of lasting whites. 
Have Fevicol ads, with their tongue-in-cheek hu- 
mour and lack of product shots, not had univer- 
sal appeal? Sure, people don’t go about buying 
adhesives when they see a “sea of people glued 
like sardines atop a truck” but it certainly works! 
Sam could examine a different perspective. 
Oversimplified, functional, product centric 30- 
second pitch inspired by brand rhetoric is not 
what Indian consumers buy today. Advertising 
cannot afford to ignore that the Indian consumer 
has for centuries been brought up on under- 
standing messages metaphorically. Dohas (cou- 
plets), muhavaras (idioms) and chaupais passed 
down each generation are but a witness to their 
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evolved level of understanding; after all, it takes a 
lot to appreciate the gyrating dance routines 
amidst a serious 3-hour Bollywood runner. 

Kanha has actually got a point. Audiences 
seek entertainment and will surf in nanosec- 
onds,ifyou don't provide. Belua needsto appre- 
ciate that all ads cannot entertain but some cat- 
egories such as chocolates can afford that remit. 
Cadbury’s assume that we know what cocoa, 
milk and sugar tastes like — besides packaging 
is the closest reminder of the ‘taste’ at the point 
of purchase, but an ad should ensure that the 
emotional connect with the brand is established 
much before you think of buying any bar. 

Pronoy rightly assesses that 9 per cent sales 
hike could have come from existing consumers 
or competitor's pie, but arguably it is still a re- 
spectable measure of ad effectiveness. If the ad 
brief was, to build selective recall and retention 
in a mature chocolate market, then the numbers 
stack to impress: 10 million views on YouTube, 
4,000 comment threads, 70,000 people on 
Facebook Gorilla Groups and CDM club on 
Bebo are all potent stuff! Media ho-ho fuelled 
fascination and boosted ‘anticipation’ index 
three fold; added value effect? Cadbury is now 
also seen as a great place to work. An innovative 
and cutting edge company, which not only offers 
“glass and a half of pure joy”, but also has the 
courage to do something brave with clever ads. 

The challenge for both agency and client when 
creating something distinct is how to marry the 
ability to stop people (the drumming helps), en- 
gage and entertain (with Gorilla’s antics) but also 
ensure people remember what the brand stands 
for (pure joy). Brilliant example of just how tradi- 
tional advertising transfers well from television 
to the internet across varied audiences. Pronoy is 
correct in that chocolates are perceived as a west- 
ern concept, with large differences in usage and 
attitude across cultures. But chocolates have also 
broken the mindsets, and are now associated 
with joyous carefree moments. And with Indian 
liberalisation well underway, that expression of 
one’s feelings is not considered taboo anymore. 
So the gorilla should positively work! 

According to Scott Falgo, a brand that captures 
your mind gains behavior. A brand that captures 
your heart gains commitment. This ad appeals to 
primal emotions; it eggs the fun person in us to 
live life to the fullest and to enjoy. Functional ads 
are passé be it razors, MR Coffee or even bhujias. 
David Ogilvy famously said, “Consumer is not a 
moron, she’s your wife!” True. She needs to be 
treated intelligently; she has evolved on a steep 
learning curve and with a ten-fold increase in 
media exposure over the past few years, the ball is 
in the advertising fraternity’s court. About time 
they recognise, evolve and grow. 
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WHEN ROBERT RIPLEY, AN AMATEUR AMERICAN 
anthropologist, started his ‘Believe it or Not’ 
(BION) caricature strip in 1919 to publicise 
extraordinary sporting feats, he probably didn't 
imagine his franchise would one day include 55 
locations, a daily syndicated strip, and a mildly- 
successful television show. The BION series 
soon branched out to include the extra-ordinary 
world of oddball human skills, strange animals 
and unusual artefacts from lost tribes — each 
fact painstakingly dug up by Ripley’s researcher 
Norbert Pearlroth. Today, Ripley's collection is 
spread out across 34 exclusive museums, called 
‘odditoriums’, including in London, San Fran- 
cisco, New York and Kuala Lumpur. There is 
one in Bangalore as well. 

Ripley's odditoriums aren't alone in their 
unusualness. Where regular museums become 
archives for more well-known human and ear- 
thly history (think Van Gogh paintings, ancient 
suits of armour and T-Rex fossils), alternative 
museums are a storehouse of history that didn't 
quite make it to the textbooks. 

Few things can prepare you for the exhibits at 
the Kuntskamera in St. Petersburg, Russia. 


Here, Peter the Great, the Tsar who gave the city 


its name, put together the western world's most 
unusual museum specimens under one roof — 
including the preserved head of the man he sus- 
pected of being his wife's lover. If you have a 
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sadistic streak, this is the one for you. Other 
oddities at the Kuntskamera include preserved 
specimens of siamese twins, strange animals, 
and torture devices used in Spanish inquisition 
and witch-hunts across Europe. 

= In case you are looking for something less 
gruesome, but equally offbeat, try the Museum 
of Bad Art in Massachusetts. Its curators claim 
that the paintings have “a special quality that 
sets them apart in one way or another from 
the merely incompetent”. Whatever the official 
version, exhibits such as Madonna with Smile 
and Sunday on the pot with George won't easi- 
ly make it to the Metropolitan Museum, New 
York. But they will bring a curious smile to 
your face as you wonder what the artists were 
thinking when they heard their work would be 
displayed in a museum dedicated to ‘bad art. 

The Bata Shoe Museum in Toronto, Canada, 
takes shoe fetish to an entirely new level. From 
ancient, ornate ivory padukas from Travancore 
to simplistic grass socks from Alaska’s Aleut 
natives, the Bata museum takes visitors through 

& the history of footwear. The museum houses 
more than 12,000 artefacts, and displays them 
in three rotating exhibitions. If visitors are still 
not satisfied, the museum shop stocks 
everything from posters to books to scarves that 
all feature shoes in some shape or form. 

Delhi's Sulabh International Museum of 
Toilets perhaps sounds the least appealing of 
the lot, but is arguably one that best captures 
human progress. Bindeshwar Pathak, the 
founder of the Sulabh movement, began his 
work to publicise the cause of safe sanitation 
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instance, prescribed an elaborate code for 
whoever had to answer nature' call, complete 
with shlokas and cleansing procedures, and 
even had separate prescriptions for unmarried 
citizens, travellers and the infirm. 

While the Sulabh museum goes back as far 
as 1500 BC, Beijing's underground city tells 
the story of a more recent period. In the late 
1960s, China and Russia fought a brief border 
war. Mao Zedong, China's premier at the time, 
thought it prudent to dig an elaborate network 
of tunnels and caverns under his capital city, to 
house his citizens in case the Russians fired a 
nuclear weapon in their direction. Thankfully, 
the resulting complex, which was mostly dug 
out by hand, was never needed and so, soon 
forgotten. Then in 2000, Chinese officials re- 
opened the city, revealing the extent of Maos 
planning — and paranoia. Among other 
things, the city had restaurants, libraries, 
schools, factories, a roller skating rink, barber 
shops and even a mushroom farm to grow 
foods that did well in low-light conditions. 

While none of these museums can match the 
seemingly endless collections of Paris Louvre 
or St. Petersburg's Hermitage, they represent 
niches of human civilisation that don't often 


reach the public eye. For their rarity 










A alone, these places are worth a 
visit. So, the next time you find 
yourself with an extra day, take a 
walk on the weird side. At worst, 
you would have killed time. At 
the very least, you would have 
learned something about the 
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PRESERVES OF 

THE PAST: 

The Sulabh Inter- 
national museum in 
New Delhi (left); one of 
the Ripley's museums; 
and (below) the 
Kuntskamera museum 
in St Petersburg Russia 













capacity of human ingenuity. 
Pierre Mario Fitter 


in 1970. Among other things, his museum now 
helps sanitation experts learn from the past 
and solve problems in the sanitation sector. 
And toilets have quite a past. The Aryans, for 
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TAPPING THE FROTH 


AFTER A HARD DAY'S WORK, A LOT OF PEOPLE WOULD 
agree, there is nothing that quite matches the 
refreshing power of a mild beer. Even better if 
it is fresh from a tap. Unfortunately, there 
aren't many resto-pubs serving 

in India, although Mumbai, Bangalore and 
Pune aren’t half as badly served as the rest 

of the country. 

Draught beer is distinguished by being 
transported directly from a brewery company’s 
production facility to a restaurant. These days, 
it makes the journey in large metallic kegs that 
hold 30-50 litres of beer — not quite as 
appealing as the handsome wooden casks of 
the past, but surely a far sight more attractive 
than the bottled stuff. In the process, draught 
beer does the good deed of leaving behind a lot 
of chemical preservatives and features 
antioxidants such as butylated hydroxyanisole, 
but it also spoils within a week of production. 

For the time being, Vijay Mallya’s companies 
produce the only two draught beers in the 
country — Kingfisher and Royal Challenge. 
Bonnie Fernandes, bar manager at Mumbai's 
stand-alone Not Just Jazz By The Bay, remem- 
bers the time he worked at a pub in Dubai. “I 
used to serve customers draught beer from seven 
taps — of Carlsberg, John Smith, Murphy's, 
Fosters, Amstel, Heineken and Cider,” he says 
wistfully. Perhaps Carlsberg will consider 
celebrating the success of its bottled beer in 
India by setting up draught beer units, too. 
Let's toast to that! 

Rajesh Gajra 
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ART & CULTURE 


Going Dutch with India 


IT WAS AN EVENT 
waiting to happen. 
Considering that 
among European 
countries, one of the 
largest percentage of 
Indians is to be found 
in The Netherlands, 
it is only natural that 
a festival of India is 
being organised, for 
the first time, in the 
Dutch nation. 

An initiative of the 
Indian Council for 
Cultural Relations, 
the festival’s theme 
will be ‘blended cul- 
tures’ and it will 
showcase over 100 
performances in 
Amsterdam's top 
institutions of various 
Indian art forms such 
as music, theatre, 
fashion, architecture, 
photography and 
multimedia. 

Key performers 
during the festival, 
which will be held 


from 12-30 Novem- 
ber, will include flau- 
tist Hariprasad Chau- 
rasia, Kathak dancer 
Birju Maharaj, tabla 
maestro Zakir Hus- 
sain, sarod stalwart 
Amjad Ali Khan, 
Chitravina exponent 
N. Ravikiran, Bhajan 
singer Anup Jalota 
and Odissi expert 
Sujata Mohapatra. 
Says Simon Rei- 
nink, chairman of the 
festival, “Apart from 
the main venue, over 
25 Amsterdam-based 
cultural institutions 





CULTURE CALLING: 
Over 100 Indian artists 
will perform in the 
festival in Amsterdam 


such as the Van Gogh 
Museum and the 
State Museum (Rijks- 
museum) will present 
Indian art forms and 
exhibitions.” A busi- 
ness delegation led by 
Commerce Minister 
Kamal Nath will also 
visit The Netherlands 
on 20-21 November 
to attend a joint 
business meet. 
Shalini S. Sharma 
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Vintage Tra nsport: Passengers travel upwards on Lisbon’s Bica 


funicular. The street elevators in Portugal are national monuments. which date 
back to early the 1900s when the machines swapped steam for electricity. 
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One year in the saddle, Goa Chief Minister Digambar Kamat 
is satisfied with his government's initiatives and is upbeat about 
the State’s prospects for social and economic development 





What are the biggest achievements of your 
government? | 

Here, I would like to re-emphasise what I 
had said when I took over as chief minister in 
2007. At that time when I was asked what were 
going to be the goals of my government, I had 
said that there is nothing specific that I am 
going to do. But, everything that I will do will 
be for the benefit of the common man. 
Whatever things need to be done for the bene- 
fit of the common man, my government would 
do without hesitation. Here, I can proudly state 
that whatever decisions my government has 
taken have been in the interest of Goa and in 
the interest of the common man. 
What are the areas in which your government 
has achieved what it set out to do? 

There have been many areas where we have 
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successfully delivered to the people what we 
had promised them. Take the case of the con- 
troversy over the Regional Plan. The Regional 
Plan had to have the confidence of the people 
of Goa. So, we had to put up a team that would 
prepare a Regional Plan that achieved this aim. 
Here, I spoke to experts from all sectors — archi- 
tects like Charles Correa Town Planner Edgar 
Rebeiro and representatives of Architects/ 
Engineers, Goa Bachav Abhiyan, CREDI etc. so 
that the plan had the widest possible represen- 
tation. I am happy that this task force has real- 
ly done a commendable job and we should in 
all probability be releasing its report - the Draft 
Regional Plan 2021-within this month. The 
draft report will be accessible to all to put in 
their comments and considerations, which 
shall be suitably included in the final report. 


= TRAVEL 


Rowing magic 


THERE IS SOMETHING 
deeply atavistic about 
setting sail in a boat; 
accompanied of 
course by a sense of 
adventure or roman- 
ce or both. And if you 
cannot take time off 
for a leisurely week- 
long cruise down the 
river Nile or brave 
one through the 
Amazonian jungles 
or indulge in one 
around the 
Caribbean, there are 
still plenty of options. 
No trip to Italy is 
complete without the 
mandatory hour-long 
sail down Venice's 
Grand Canal — criss- 
crossed by nearly 400 
bridges — on any of 
the citys hundreds of 
gondolas. And if a 
view of some of Veni- 
ces most beautiful 
buildings and facades 
is simply not enough 
to fulfil your pench- 
ant for European 
charm, ask the gon- 
dolier to sing for you. 
On the other hand, if 
you want to experi- 
ment with another 
kind of European 
charm — less grand 


"COUNTRIES Fan Seals Sie Qa Pone Io a oe tem ttn 
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VENETIAN DELIGHT: 
Boat rides are a fun way 
to explore Europe 


and more rustic — 
then head towards the 
UK. Here the gon- 
dolas are replaced by 
narrowboats that sail 
through the rather 
extensive network of 
canals throughout 

the country. 

And if your tastes 
veer towards the 
exotic, take the eight- 
hour cruise on the 
Adriatic Sea — with 
stunning views of 
emerald green islands 
punctuated by friend- 
ly dolphins that swim 
alongside — on the 
Jadrolinija Ferry 
from Dubrovnik to 
Split in Croatia. 

Closer home, two 
of the most scenic 
states in the country 
— Kashmir and 
Kerala — offer their 
own traditional 
versions of house- 
boats. Once on board, 
you tend to leave your 
worries behind as 
you set sail into the 
sunset. 

Sumati Nagrath 
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& onded by a high-level com- 


The other areas....? 

The second major area we have aicesta 
met people’s concerns relates to the Special 
Economic Zones (SEZs). Here again, the public 


at large was against the setting up of SEZs in 
. the State and it was in keeping with this that 


my government took the decision to do away 
with the SEZs. We then requested the Central 
Government to pass necessary orders in this 
regard and work in this regard is in progress. 
What do you have to say about the controver- 
sy over the Mopa airport project? 

It is true that there is lot of apprehension 
that the Dabolim Airport. would be closed 
down once the new airport comes up. While we 
feel-and this has been sec- 


mittee we set up to go into 
the issue-that an interna- 
tional airport at Mopa is 
needed in the long run, I 
would like to reiterate that 
the Dabolim airport. in 
South Goa would continue 
to operate as an interna- 
tional airport. In fact, the 
Dabolim airport is being. 
expanded and upgraded 
with the Civil Aviation 
Ministry having  sanc- 
tioned nearly Rs 500 crore 
for the purpose. In fact, the 
upgradation project is in 
the final stages of approval 


The Goa government 
is perhaps the only 
state government to 

have taken a proactive 
stand on the price rise 


issue. Even today we 
are supplying essential 
commodities at 
cheaper rates to all 
people, whether in 
rural or urban areas’ 





and work can be expected to start shortly. Even 


in this case, my approach all along has been to 


How else would you say that your govern- 
ment has been reaching out to the people? 
Take the current scenario of rising prices. 
The Goa government is perhaps the only state 
government to have taken a proactive stand on 
this issue. Even today we are supplying essen- 
tial commodities to all people-rural and 
urban-at prices that are cheaper than those in 
the open market. And, we aim to continue this 
scheme of subsidised sale of essential items, 


including fruit and vegetables and edible oils, 


until prices stabilise at lower levels. So, the 


. Scheme is likely to continue for at least six 
months by when we expect prices to stabilise. 


involve all sections of society in any decision. 
that we take. 
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Health is a major issue for the common man. 
What steps has your government taking in 
ensuring access to all? 

This is a major issue for us and realising that 
distance was a limiting factor in ensuring suit- 
able access to healthcare for all, we have joined 
hands with the Emergency Management and 
Research Institute (EMRI) and launched 108 
free emergency response services. Under this 
agreement, ambulances are located all over the 
state to provide round-the-clock services. 
These vans have all basic medical facilities and 
are available to anyone, anywhere in the state. 
What about education... 

Education and health are the two sectors 
that even the Central gov- 
ernment is emphasising 
upon. In Goa too, we have 
formed an integrated edu- 
cation council and it has 
come out with a draft edu- 
cation policy. We hope to 
finalise it in the next 3-4 
months. I feel that this will 
help make Goa an educa- 
tional hub in its own right. 
Goa has been known for 
its mining industry? How 
does the State propose to 
keep industry interest 
alive in this sector given 
the strong environmental- 
ists lobby? 

The mining industry 
has been the backbone of the State economy 
long before Liberation. While I accept there are 
damages and effects due to mining activities, 
but if certain precautions are taken, the adverse 
effects can be minimised. 

The State Assembly has passed a resolution 
seeking special status for Goa. What is the 
rationale behind this? 

This is necessary if we are to preserve the 
state's unique identity. Also, the move is on the 
lines of the special status granted to Mizoram, 
Himachal Pradesh and Uttarakhand under 
Article 371 of the Constitution of India, for reg- 
ulating ownership and transfer of land. This is 
necessary if we are to attract investment to Goa. 
Already, our proposal for special funds by giv- 
ing the State a special tourism state status was 
pending with the Centre. 





he Goa government under the leader- 

ship of Chief Minister Digambar 

Kamat is very clear that there can be no 

economic development in the state 
without industrialisation. Towards that end, it 
is pursuing sustainable industrial policies 
attuned to the needs of various sectors. Recent 
budgets clearly emphasise that the state should 
pursue environment-friendly investments, 
such as a pharma and bio-tech hub, food pro- 
cessing and jewellery clusters or even IT parks 
and entertainment sector. 

In fact, Goa has emerged as one of 
favourable destination for investment and was 
recently ranked fourth in the country by a 
study conducted by the Rajiv Gandhi Institute 
for Contemporary Studies and Confederation 
of India Industry. Being both investor-friendly 
and environment-friendly, Goa has one of the 
highest per capita income ratios in the country, 
one of the highest literacy rates, the highest 
road, rail, air and sea network density, the low- 
est crime rates, and a harmonious trade union- 
management relationship. All these factors, 
combined, contribute towards a healthy envi- 
ronment for the industry in Goa. 

Mining is one of the principal source of 
Goa's industrial and trade development and 
offers considerable scope for employment. 
Mineral resources are an asset of Goa and iron 
ore is a leading commodity. Some of the most 
productive and important mines are located in 
the northern and eastern parts of Goa. 





Tillari Irrigation Project: Ushering in prosperity 
for the ryots 
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A rnment that cares for its citizens: The launch 
of 108 ambulance services in partnership with EMRI 

The advantage of the Goan mining industry 
has been the network of rivers that connect thv 
mines with the natural port. This provides a 
cost effective and efficient mechanism to trans- 
port the ore. 

The Government of Goa is striving hard to 
promote Goa as international entertainment 
hub. A Media and Entertainment Committee 
has been constituted under the Chairmanship 
of renowned film-maker Shekhar Kapur, to 
chart a definite course of action for achieving 
this objective. Goa is also a permanent venue 
of the prestigious International Film Festival, 
which will be held this year from November 22 
to December 2 at Panaji. The festival will wit- 
ness the who's who of the international film 
fraternity walking the red carpet. 

The food processing industry also has 
tremendous scope in Goa. The industry can 
yield employment investment opportunities in 
the State and enhance the rural economy at 
large. In order to maintain supply chain, Chief 
Minister Digambar Kamat has stressed upon 
the need to have proper synergy between hor- 
ticulture and agriculture and other related sec- 
tors. Launching 2008-09 as the food safety and 
quality year, the Chief Minister said that the 
government has initiated steps to identify cre- 
ation of food processing units in Goa. 

Goa already boasts of several units manu- 
facturing a variety of items like pesticides, fer- 
tilisers, tyres and tubes, iron ore pellets, foot 
wear, chemicals, pharmaceuticals, sugar, wheat 
products, steel rolling, fruit and fish canning, 
cashew nuts, textiles, brewery products, etc. 
There are also handicrafts units engaged in 
brass, pottery, leather and bamboo crafts, etc. 


oa, with its scenic beauty, its hos- 

pitable people, religious and cul- 

tural harmony, heritage, architec- 

ture, art and culture, is an estab- 
lished popular tourist destination on both the 
national as well as the international arena. In 
fact, in the field of tourism, Goa has an enyi- 
able brand status. No wonder, the state 
attracts 25 lakh tourists annually, of which 
four lakh are foreign visitors. 

In the past couple of years, Goa has added 
yet another feather to its illustrious tourism 
story. Following the State Government's 
Monsoon Tourism initiative, this year saw 
unprecedented rush during the rainy season, 
especially on account of special thrust in pro- 
moting Goa as a preferred place for hosting 
international The tourism 
industry witnessed 
large number of 
domestic visitors. The 
hotels were full and 
cities like Panaji, 

Margao and Mapusa 
registered 100 per cent 
occupancy. 

The State tourism 
officials are not rest- 
ing on the successful 
monsoon initiative. In 
an initiative to add to 
the number of trained tourist guides, the state 
tourism department introduced a nine-week, 
state-level tourist guide training course in 
Panaji from August 18. The course covers var- 
ious topics on history of Goan hospitality, 
managerial and behavioural skills and other 


conferences. 
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aspects related to tourism. 

The Goa Tourism Development 
Corporation (GTDC) is making result-orient- 
ed efforts to promote Goa across the globe 
not only as a great holiday destination but 
also as a holistic health and wellness get- 
away, a world class medical health and fit- 
ness destination, an adventure and eco- 

tourism hotspot. For 
this, interactive pro- 
motional campaigns, 
road shows, tourism- 
related food and cul- 
tural. festivals and 
other such activities 
have been undertaken 
in India and abroad. 
Safety and security 
initiatives are being 
upgraded with addi- 
tional emphasis on 
revitalising beach safety with the introduc- 
tion of the state-of-the-art monitoring system, 
lifesaving techniques and technology. 
Upgradation of basic sanitation facilities, cre- 
ation of approach roads, improving lighting, 
visibility, parking and other such facilities, as 
also effective security measures, are also 
being introduced. As a part of the security 
measures, the tourism ministry, under its 
shack policy for 2008-09, is also checking any 
unauthorised activities along the coastline. 
The GTDC is also upgrading its Residencies 
at Calangute and Miramar and has launched 
its luxury houseboat — Santa Lucia — which 
explores Goa's backwaters. 

Goa continues to attract tourists from all 
over the world and is definitely one of the 
most safest destinations in the world. 
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BROWSING 
Piyush Khaitan 
Founder, Vice- 
Chairman and 
Managing Director, 
Venture Infotek 
Global 

I generally read four-five 
books at the same time. 
At the moment, | am 
reading The Song of 
Ecstasy by OSHO; Banker 
to the Poor, the story of 
Muhammad Yunus of 
Grameen Bank; and a 
book called The Wonder 
That is Sanskrit, 
published by the 
Aurobindo Trust. | like 
reading books that have 
great take-away value, 
and very seldom pick up 
management books and 
popular fiction. But a 
book | like to read 
frequently is Seven 
Habits of Highly Effective 
People by Steven Covey. 





Dollars Down i 
The Drain 





by raghu mohan 


1 DESCENT INTO CHAOS HOW THE WAR 
- AGAINST ISLAMIC TERRORISM IS BEING LOST IN 


PAKISTAN, AFGHANISTAN AND CENTRAL ASIA 
BY AHMED RASHID; ALLEN LANE; 
PAGES: 484; PRICE: Rs 495 


“IF THE CENTRAL ASIAN SOCIETY EXISTS AND IS 
meeting 50 or 100 years hence, Afghanistan 
will be as vital and important a question as it is 
now. That was Lord Curzon speaking at the an- 
nual dinner of the Royal Asiatic Society in Lon- 
don in 1908. And exactly 100 years later, it is 
with Lord Curzon's rather prophetic observa- 
tion that well-known Pakistani journalist and a 
Central Asia expert, Ahmed Rashid, hooks the 
reader into his latest offering. 

DESCENT INTO CHAOS is a fantastic 
chronicle of the geopolitical mess in the region 
created by the neocons in Washington DC. The 
narrative is vivid, compelling and full of small 
details that rather than distract, add to the 
book. For example, Rashid tells us how even as a 
bewildered US administration was weighing its 
options against the Taliban and Al-Qaeda in 
Afghanistan in the days after 9/11, the then 
Pakistani President, Pervez Musharaff, began 
the briefing about the events to his top brass 
with the words, *The US will react like a 
wounded bear.” 

He then goes on to document how the Bush 
administration did exactly that with a promise 
from Musharraf that Pakistan will be its ally in 
the *war on terror. But, seven years after Wash- 
ington decided to smoke out terrorists, the re- 
gion comprising Pakistan, Afghanistan and 
Central Asia has become one big black hole. 
Just how did it all go so horribly wrong? That is 
what Rashid tells us. And it is not an armchair 
account: the author has travelled extensively 


Islam or Nationalism? 


——— 1. - - -- 


AHMED RASHID is a Pakistani 
journalist based in Lahore. He writes 
for a number of US and international 
newspapers. He is also the author of 
several books, including Jihad: Rise 
of Militant Islam in Central Asia and 
The Resurgence of Central Asia: 
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across the region, and personally met the c 
tral characters of this sordid drama. 

The first chapter, ‘A Man with a Mission’ 1 
primer on Afghanistan, its political and soc § 
culture; and how all of this has been influence 
by invasions across centuries. He weaves in 
of this as he profiles Hamid Karzai, the cur: =. 
President of Afghanistan. Here isa gem ofe ` 
tail: where was Karzai when the first ps. - 
crashed into the World Trade Centre? Well, 
was taking a walk on the Margalla Hills in i 
lamabad. And a few days later, he returner ” 
Quetta, packed a satellite phone, got on a 1 
torbike and rode into Afghanistan. 

The US approach of throwing money to st. 
the problem instead of engaging the region ` 
nation-building is well brought out by Rash, 
In 2001, the US had a defence budget of $21. 
billion (about Rs 13.78 lakh crore), which W : 
even at that point in time more than the c¢ ` 
bined figure of the next 15 ranked countries, ` 
cluding the European Union and China. í ` 
years after 9/11, this grew by 40 per cent to $: ` 
billion, and currently stands at $647 billion.’ ` 

Washington is now expected to have blov, 
excess of a trillion dollars to lubricate its wa 
Afghanistan and Iraq; and the defence bw: 
is equal to what the rest of the world put 
gether spends on arms. And in 2003, its S 
Department received $26 billion, or just € 
cent of what the Defence got. By 2006,: 
amount stood at $42 billion. The only cons 4 
tion is that it is still 6 per cent of a bloated 
fence Department's pocket money. ps 

At the same time, the number of civil af. © 
units in the US Army, which rebuild bor 
villages and infrastructure such as bridge 
power lines, and are critical for nation-builc 
were downgraded. It was not until 2007: Un 
the US decided to increase these t € 
by 33 per cent to 3,500 men. ! 
point Rashid makes is that there nO 
no engagement at all with Af; D 
nistan's society, it simply fell of tra 
radar as Iraq took centrestage. ‘ea 

The book also lays bare haw 
duplicity as an ally of the US. T^ 2 
ter Services Intelligence (ISI), t. : : 







—* many as a state within a state, has basically 
ade a monkey of Washington. Part of this is 
story: the ISI was key to winning the war 

)Sainst the Red Army. 

After the collapse of the Soviet Union, the re- 

Won fell off the US list of priorities; a porous 
arand Line only facilitated the Talibanisation 

the region. The US had by then ceased to 
ve anything by way of human intelligence 
ets on the ground, and was focused on keep- 
India and Pakistan from going at each 
er's throats. Of course, 9/11 changed all that 
one fell swoop. 
This rather comprehensive book helps in un- 

f Berstanding the current realities on the ground, 

d places them in a historical and geopolitical 

Wentext. The realisation that it is the region be- 

'en Pakistan and Afghanistan that is the 
ntainhead of terrorism has finally forced 
| ssident Bush to give the nod for hot pursuit 

—*0 the region, making the Pakistanis froth at 

: mouth. Insightful and deeply analytical, 
shid's book is truly unputdownable. 


‘LECTION 1 
Capitalism 
With A Soul 


THE LEADER'S WAY 

BY HIS HOLINESS THE DALAI 
LAMA AND LAURENS VAN DEN 
MUYZENBERG; NICHOLAS 
BREALEY PUBLISHING; 
PAGES: 367; PRICE: Rs 495 
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~ ¿RESULT OF OVER A DECADE OF DIALOGUE 
nthe Dalai Lama and international man- 
m 








ent consultant Laurens Van Den Muyzen- 
3, THE LEADER'S WAY brings together 
Idhist principles and best- business practices 
iba: dress the challenges the world faces today. 
one reads on, it becomes apparent that at 
heart of both lies the importance of making 
Tight decisions. More aligned to the socialist 
of thinking, the Dalai Lama admits to 
g disillusioned by the failed socialist states. 
uaded by Van Den Muyzenberg, he takes a 
at understanding and engaging with the 
-market system. And he does so because he 
eves that today, "leaders of religious tradi- 
iisas — with their ability to take a long view — 
ald participate in discussions of global busi- 
and economics". 
e further says, "While working on this book, 
E" come to understand how difficult it can be 
" sinesspeople to make the right decisions." 
‘nds that because business decisions im- 


pact several employees and consumers, “the 
quality of the business decision is critical" and 
the decision maker should be competent, and 
have the right motivation and state of mind. 
The book is divided into three parts. The first, 
‘Leading Yourself’, focuses on good decision 
making; the second, ‘Leading Your Organisa- 
tion, is about how leaders can bring compassion 
and ethics into their decision making; and the 
third, 'Leading in an Interconnected World; ap- 
plies Buddhist values on a global scale and ad- 
dresses issues of poverty, sustainability, diversity 
and environmental responsibility. 
Sumati Nagrath 


SELECTION 2 
No Bed-Time 
Stories 


IN MY GOD IS A JUVENILE 
Delinquent (Sainathann 
Communication), Ruzbeh N. 
Bharucha tells heart-rending 
stories of boys who have un- 
knowingly committed crimes 
of various nature, including small thefts, break- 
ing glass, picking fruit from someone else's gar- 
den or even quietly roaming the roads. Today, 
over 30,000 such children across the country 
have been stamped with the rather harsh label 
of ‘juvenile delinquent’, locked up in special 
‘homes’ and denied their freedom. 

Bharucha enters the lives of these children 
and tells their stories, while also taking the 
reader through provisions of the Indian law un- 
der which such children are tried and sentenced. 
What he finds is that most of the ‘juvenile delin- 
quents' come from poor and destitute families 
who live in the toughest of circumstances. These 
children and their families are ignorant about 
the laws that are there to protect them as well as 
the ones they are accused of breaking. The life 
stories of young boys, whose families do not have 
the resources to hire lawyers, are poignant and 
illustrate both the acute social inequity in our 
country and the inadequacy of the law to protect 
the most vulnerable. 

Some of the stories take us deep into places 
such as Tihar Jail — where some of the young 
offenders are imprisoned — to show the kind of 
impact these institutions have on their psyche. 
While the majority of the cases in the book are 
Delhi-based, the author does give an overview 
of peculiar cases from other states too. 

While the book is grim and serious, Bha- 
ruchas brilliant writing style keeps one going. 
Janhavi Abhyankar 
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ALERT 


HOT, FLAT, AND 
CROWDED: WHY 
WE NEED A 
GREEN 
REVOLUTION — 
AND HOW IT CAN 
RENEW AMERICA 
BY THOMAS L. 
FRIEDMAN 

FARRAR, STRAUS AND 
GIROUX 

After waxing eloquent 
about the benefits of 
globalisation in his hest- 
selling The World is Flat, 
Thomas L. Friedman now 
turns his attention to 
global warming and the 
importance of renewable 
energy. His central thesis 
is fairly straightforward 
— the US needs to 
intervene immediately 
and take the lead in 
finding clean energy 
solutions if we are to 
save the planet from an 
environmental crisis. Of 
course, says Friedman, 
while this is a challenge, 
there is plenty of 
opportunity in this 
exercise, too. He 
concludes that there is 
simply no alternative to 
innovating a Green 
Revolution for the planet. 


Mis. z 





After The Nuclear Deal 





After the NSG 
waiver, the next 
step for the 
government 
should be to 
select a few 
pioneer private 
firms to import 
nuclear power 
technology 


THE PRIME MINISTER HAS WON HIS LAURELS AT 
last. It was a race he entered soon after he came 
to power. He got the Planning Commission to 
project India's energy needs. One ofthe alterna- 


_ tives considered was “business as usual’ — what 


would happen if we continued as before? The 
implications were frightening. The prospect of 
a billion tonnes of coal being trans- 
ported in 2031 to a thousand power 
stations spread all over the country 
and being turned into carbon diox- 
ide was daunting; the damage it 
might do to the world’s — and India’s 
— climate was just the bonus. India 
could not do without energy. Energy 
obtained by burning anything would 
add to global warming. The only en- 
ergy sources which would not do so 
were hydroelectricity and nuclear 
power. The best sites for hydroelec- 
tric dams were in China and Nepal; 
by the time the great northern rivers 
descended to India, their flow was 
too sluggish to hold much power, 
and the topography was too flat to 
offer good dam sites. Energy conser- 
vation held an enormous potential. 
But it could only slow down growth of demand 
for energy. The conclusion was that there was 
no alternative to nuclear power. 

Unfortunately, the atom has become a virility 
symbol. Indira Gandhi was the most manly of 
India’s Prime Ministers. When she was having 
trouble with the Americans, she cocked a snook 
at them and exploded a nuclear bomb in 1974. 
The western nations imposed an embargo on ex- 
port of “sensitive” equipment and technology to 
India, which covered many innocuous items. 
The embargo induced caution amongst policy- 
makers for almost a quarter century. But then, 
the BJP came to power. Atal Bihari Vajpayee had 
to prove that he was more manly than Indira 
Gandhi. So he exploded an even bigger bomb. 
India’s economy had become stronger after the 
1991 reforms. So the additional sanctions — 
chiefly on credits from the US and Washington- 
based international organisations — had little 
impact. Their chief casualties were the Enron 
project, which was denied a loan by the Ameri- 
can Exim Bank, and the 1,000-MW power plant 
that Cogentrix was to build in Bangalore. 

However, the sanctions took quite another 
meaning once Manmohan Singh decided to 


India's energy supply. For whilst India 


make nuclear power a major st India NB 
managed to build a few nuclear power los 










at a huge cost and with enormous delay 
uranium reserves are insufficient to supports 
nuclear power generation that would be a 
quired to meet demand, given the impracti¢ ` 
ity of using coal and oil. It has large reserve 
thorium which could be used, together 
spent uranium, in fast breeder reactors to g 
erate power. But using them would have 
quired a massive effort in terms of research, 
velopment and scaling up of a technology i 
does not yet exist. Costs and years can bes 
by importing uranium and using it in coma 
tional reactors like ones that have been buik 
large numbers across the world. Access to 
the uranium and the reactor technology 
conditional on the agreement of the Nuc 
Suppliers’ Group, which is a cartel of those 
have the uranium or the technology. It is 
agreement that the Prime Minister has 
tained after four years of travail. . 
Having obtained it, it is high time I 
started building some power reactors. "d 
gone through all this effort, the rational thir 
do is to import the technology and to ram. 
power generation with it as soon as possibl. 
The nuclear power industry has been a y 
ernment monopoly; there will be “oe 
voices within the government that will wa 
keep it that way, and will argue for gove 
ownership and management of nuclear pc 
expansion. The current reactors will rel 
with the government, and it would make š | 
if the government expanded its progra 
with foreign technology to a certain ex 
since it is important to keep the official nu 
establishment up-to-date. But much fast 
pansion of generation capacity can be achi 
if the private sector is brought in at this s 
import and learn technology and con 
atomic power stations. The best private 
dates for entry into the industry are thos 
have participated in the construction o 
present reactors. There cannot be too ni 
importers, for the number of possible tec 
ogy suppliers is itself quite small. It woul 
good idea to choose half a dozen firms, co 
them to build nuclear power stations, and 
them free to make or buy the technology, 
ject to technical supervision from the At 
Energy Commission. | 
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Predsion never goes unnoticed. 


The sleek, stylish and feature-packed Portégé R500 | TOSHIBA 
notebook PC is a wonder to behold. Powerful yet sturdy, it's 
your go-everywhere, do-everything partner in success. 





PORTÉGÉ R500-U2430 
PPR50OL-04E039 


. Intel® Centrino” Processor Technology: 
-Intel* Core™ 2 Duo Processor Ultra Low Voltage u : 
-1.2GHz, 2MBL2 Cache, 533MHz FSB 

* Genuine Windows Vista’ Business X 
1GB DDR2 667 MHz RAM | 

** 120GB Serial ATA 

» World's first notebook PC with 
-a 7mm DVD-Super Multi Drive" 

- 30.73cm (12) widescreen Transflective LC, 

+ Integrated with 128MB Shared VRAM 

+ Finger Print Reader ; 

¢ HDD Protection (3D Motion Censor) 


Ultra Light 
(starting at 1.1 kg) 





Ultra Thin 





m 


Toshiba Bundled Softwares: 


; =. Toshiba ConfigFree™ , TOSHIBA Recovery Disc Creator, 
Long TOSHIBA DVD PLAYER, Uleäd DVD MovieFactory° for 
Toshiba, Toshiba Speech System, Acoustic Silencer, 
Battery Life Toshiba Assist, Toshiba Zooming Utility, Toshiba Power 
Saver Utility, Toshiba PC Diagonistic Tool, Adobe Reader 
v8.0, Norton Internet Security™ 2007 (90 Days Trial) 





Enhanced 
Robustness 





Feel Quality. Feel Toshiba. 


(91 800-11-8674 www.toshiba-india.com 


Sales Enquires: notebooksales@toshiba-india.com 


@ 2008 Toshiba India Pvt Ltd, Notebooks Division. Celeron, Celeron Inside, Centrino, Centrino Logo, Core Inside, Intel, Intel Logo, Intel Core, Intel Inside, Intel Inside Logo, Intel Viiv, Intel vPro, 
Itanium, Itanium Inside, Pentium, Pentium Inside, Xeon, and Xeon Inside are trademarks or registered trademarks of Intel Corporation or its subsidiaries in the United States and other 
countries. Microsoft, Windows and OneNote are either registered trademarks or trademarks of Microsoft Corporation in the United States and other countries. All other products and names 
mentioned are the property of their respective owners. Availability and configurations may vary by country. Battery has a 1-year carry-in International Limited Warranty. While Toshiba has 
made every effort at the time of the press announcement to ensure the accuracy of the information provided herein, product specifications, configurations, warranty, pricing, 
system/component/options availability are all subject to change without prior notice. Toshiba will not be liable for editorial, pictorial, and typographica! errors. For online warranty registration, 
please visit www.toshiba-india.com. *with 6-cell battery. **In the category of 12 inch widescreen notebook PC. As of June 2007. Toshiba survey. ""As of June 2007. Toshiba survey. 
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